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TUESDAY,  JUNE  8,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Subcommittee  on  Trade, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  call,  at  9:30  a.m.,  in  room 
1100,   Longworth  House  Office  Building,   Hon.   Sam   M.   Gibbons 
(chairman  of  the  subcommittee)  presiding. 

[The  press  release  announcing  the  hearing  follows:] 
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FOR  IMMEDIATE  RELEASE 
TUESDAY,  MAY  25,  1993 


SUBCOMMITTEE  ON  TRADE  «8 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

1102  LONGWORTH  HOUSE  OFFICE  BUILDING 

WASHINGTON,  D.C.   20515 

TELEPHONE:   (202)  225-1721 


THE  HONORABLE  SAM  M.  GIBBONS  (D.,  FLA.),  CHAIRMAN, 

SUBCOMMITTEE  ON  TRADE,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES,  ANNOUNCES 

A  PUBLIC  HEARING  ON 

UNITED  STATES-CHINA  TRADE  RELATIONS 


The  Honorable  Sam  M.  Gibbons  (D. ,  Fla.),  Chairman  of  the  Subcommittee 
on  Trade,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
today  announced  that  the  Subcommittee  will  hold  a  public  hearing  on  United 
States-China  trade  relations,  with  particular  emphasis  on  the 
Administration's  policy  on  extending  China's  most- favored-nation  (MFN) 
status  beyond  July  3,  1993.   The  hearing  will  be  held  on  Tuesday,  June  8, 
1993,  in  the  main  Committee  hearing  room,  1100  Longworth  House  Office 
Building,  beginning  at  9:30  a.m. 

Title  IV  of  the  Trade  Act  of  1974,  the  so-called  Jackson-Vanik  amend- 
ment, governs  United  States  trade  relations  with  nonmarlcet  economy  coun- 
tries, including  China.   Title  IV  sets  forth  freedom-of-emigration 
criteria  that  must  be  met,  or  waived  by  the  President,  as  well  as  minimum 
provisions  that  must  be  included  in  a  bilateral  trade  agreement,  in  order 
for  the  President  to  grant  MFN  status  to  a  nonmarket  economy  country. 

MFN  status  was  first  granted  to  the  People's  Republic  of  China  on 
February  1,  1980.   China's  nondiscriminatory  trade  status  has  been 
extended  annually  since  then  on  the  basis  of  a  Presidential  waiver  of  the 
freedom-of-emigration  requirements  in  subsections  402(a)  and  (b)  of  the 
Trade  Act  of  1974. 

Unless  renewed,  the  President's  waiver  authority,  and  consequently 
China's  MFN  status,  expires  as  of  July  3  each  year.   The  renewal  procedure 
under  section  402(d)(1)  requires  the  President,  if  he  determines  that 
waiver-authority  extension  will  substantially  promote  freedom-of- 
emigration  objectives,  to  submit  to  the  Congress  a  recommendation  for  a 
12-month  extension  no  later  than  30  days  prior  to  the  waiver's  expiration, 
i.e.,  no  later  than  June  3,  together  with  his  reasons  for  the  recommenda- 
tion.  The  President  may,  at  any  time,  terminate  by  Executive  order  any 
waiver  granted  under  section  402. 

Under  the  terms  of  the  1974  Trade  Act,  as  amended,  the  extension  of 
the  waiver  authority  for  an  additional  12  months  is  automatic  unless  a 
joint  resolution  of  disapproval  is  enacted  into  law  within  60  calendar 
days  after  the  July  3  expiration  of  the  waiver  authority,  i.e.,  by 
September  3.   The  enactment  of  such  a  resolution  would  rescind  the  waiver 
authority  and  with  it  the  grant  of  MFTJ  status,  effective  60  days  after  the 
joint  resolution's  enactment.   Congress  has  15  legislative  days  following 
the  60-day  period  for  initial  passage  to  consider  any  veto  message. 

It  is  expected  that  one  or  more  Members  of  Congress  will  introduce 
such  a  joint  resolution  of  disapproval  if  the  President  requests  an 
extension  of  the  waiver  authority  this  year.   In  addition,  legislation  has 
been  introduced  that  would  make  the  extension  of  China's  MFN  status  in  the 
future  also  dependent  on  progress  by  China  in  the  areas  of  human  rights, 
trade,  and  weapons  proliferation. 

DETAILS  FOR  SUBMISSION  OF  REOUESTS  TO  BE  HEARD: 

Requests  to  be  heard  must  be  made  by  telephone  to  Harriett  Lawler, 
Diane  Kirkland,  or  Karen  Ponzurick  [telephone  (202)  225-1721]  by  close  of 
business  Tuesday,  June  1,  1993.   The  telephone  request  should  be  followed 
by  a  formal  written  request  to  Janice  Mays,  Chief  Counsel  and  Staff 
Director,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
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1102  Longworth  Houa*  Office  Building,  Washington,  D.C.  20515.   The  Subcom- 
mittee staff  will  notify  by  telephone  those  scheduled  to  appear  as  soon  as 
possible  after  the  filing  deadline.   Any  questions  concerning  a  scheduled 
appearance  should  be  directed  to  the  Subcommittee  office  [(202)  225-3943). 

In  view  of  the  limited  time  available  to  hear  witnesses,  the  Subcom- 
mittee may  not  be  able  to  accommodate  all  requests  to  be  heard.   Those 
persons  and  organizations  not  scheduled  for  an  oral  appearance  are  encour- 
aged to  submit  written  statements  for  the  record  of  the  hearing.   All 
persons  requesting  to  be  heard,  whether  they  are  scheduled  for  oral 
testimony  or  not,  will  be  notified  as  soon  as  porsible  after  the  filing 
deadline. 

Witnesses  scheduled  to  present  oral  testimony  are  requested  to 
briefly  summarize  their  written  statements.   The  full  statement  will  be 
included  in  the  printed  record. 

In  order  to  assure  the  most  productive  use  of  the  limited  amount  of 
time  available  to  question  hearing  witnesses,  witnesses  scheduled  to 
appear  before  the  Subcommittee  are  required  to  submit  150  copies  of  their 
prepared  statement  to  the  Subcommittee  on  Trade  office,  room  1136  Long- 
worth  House  Office  Building,  at  least  24  hours  In  advance  of  their 
scheduled  appearance.   Failure  to  do  so  may  result  in  the  witness  being 
denied  the  opportunity  to  testify  in  person. 

WRITTEN  STATEMENTS  IN  LIEU  OP  PERSONAL  APPEARANCE: 

Any  interested  person  or  organization  may  file  written  comments  for 
inclusion  in  the  printed  recorc  of  the  hearing.   Persons  submitting 
written  comments  for  the  printed  record  should  submit  at  least  six  (6\ 
copies  of  their  comments  by  the  close  of  business  Wednesday,  June  30, 
1993,  to  Janice  Mays,  Chief  Counsel  and  Staff  Director,  Committee  on  Ways 
and  Means,  U.S.  House  of  Representatives,  1102  Longvorth  House  Office 
Building,  Washington,  D.C.  20515.   If  those  filing  written  statements  for 
the  printed  record  of  the  hearing  wish  to  have  their  statements  distribut- 
ed to  the  press  and  the  interested  public,  they  may  provide  100  additional 
copies  for  this  purpose  to  the  Subcommittee  office,  room  1136  Longworth 
House  Office  Building,  before  the  hearing  begins. 

FORMATTING  REOUIREMENTS ! 

Each  statemant  pranntad  for  printinf  to  th«  CommittM  by  a  witnais,  any  writtafl  statamant  or  axhibit  wbmitted 
for  tha  prjntad  record  or  any  writtan  comman:!  in  rasponsa  to  a  raquaat  for  writtan  commants  must  conform  to  the 
{uldalinas  listad  below.  Any  statamant  or  exhibit  not  in  complianca  with  thasa  (uidaKnas  wifl  no*  be  printed,  but  will  b« 
maintained  in  tha  Committee  files  for  review  and  use  by  the  Committee. 

1.  All  statements  and  any  accompanying  exhibits  for  printing  must  be  typed  in  single  space  on  legrJ-sUe  paper  and 
may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  docuntents  submitted  as  exhibit  material  will  not  be  accepted  for  printing.  Instead,  exhibit 
material  should  be  referenced  and  quoted  or  paraphrased.  All  exhibit  material  not  meeting  these  speciHcations 
will  be  maintained  in  the  Committee  files  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  tha  name  and  capacity  in  which  tl-j  witness  will  appear  or,  for  written  comments,  the 
name  and  capacity  of  the  person  submitting  the  statement,  as  well  as  any  clients  or  persons,  or  any  organisation 
for  whom  the  witness  appears  or  for  whom  the  statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  hsting  tha  name,  full  address,  a  telephone  number  where 
the  witness  or  the  designated  representative  may  be  reached  and  a  topical  outline  or  summary  of  the  comments 
and  recommendations  in  the  full  statement.    This  supplemental  sheet  will  not  be  included  in  the  printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  i>rinting.  Statements  and  exhibits 
or  supplementary  material  submitted  solely  for  distribution  to  tha  Members,  the  press  and  the  public  during  the  course  of 
a  public  hearing  may  be  submitted  in  other  forms. 
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Chairman  Gibbons.  Grood  morning,  ladies  and  gentlemen.  This  is 
a  meeting  of  the  Trade  Subcommittee  of  the  Ways  and  Means  Com- 
mittee, and  we  are  here  this  morning  to  take  up  a  very  important 
subject.  The  subject  matter  of  this  hearing  is  the  trade  treatment 
that  we  shall  extend  to  the  People's  Republic  of  China. 

I  think  all  of  us  know  that  China  is  and  has  been  for  some  time 
a  Communist  country  and  is  therefore  subject  to  the  requirements 
of  the  so-called  Jackson-Vanik  amendment  which  requires  the  an- 
nual renewal  of  most-favored-nation  treatment,  that  is,  normal  tar- 
iff treatment.  In  recent  years  many  important  events  within  China 
have  focused  world  attention  upon  China.  I  approve  of  the  policy 
that  the  President  has  recently  announced  regarding  China.  The 
purpose  of  this  hearing  today  is  to  get  the  public's  response  to  that 
policy. 

We  will  also  have  to  take  up  at  some  later  date  action  on  resolu- 
tions to  disapprove  the  President's  policy.  There  is  a  tendency  in 
all  of  these  debates  to  oversimplify  the  issues.  I  believe  in  construc- 
tive engagement  for  China.  I  look  upon  China  as  being  an  impor- 
tant factor  in  the  world's  development.  One-fiflh  of  all  the  people 
on  Earth  live  within  China.  It  is  now  rated  as  having  the  world's 
third  largest  economy.  Its  background  is  far  different  as  far  as  his- 
torical development  is  concerned  than  the  backgrounds  of  most  of 
us  here  in  North  America  or  in  Europe. 

China's  focus  on  human  rights  is  not  as  sharply  honed  as  ours. 
Their  6,000  years  of  civilization  has  taught  them  that  they  should 
handle  problems  in  a  different  manner  than  we  see  fit  to  handle 
our  problems.  However,  I  do  not  want  to  isolate  China  again.  I 
want  to  include  China  within  the  family  of  nations,  at  least  on  a 
probationary  basis,  to  see  what  we  can  do  to  bring  the  way  thev 
treat  their  people  up  to  the  standards  that  we  would  like  to  think 
we  treat  our  people  by — equality,  freedom,  justice,  all  of  those 
things  that  we  cherish  so  highly  and  rightly  so.  So  that  is  the  pur- 
pose of  this  hearing  this  morning.  I  see  our  first  witnesses  here, 
Ms.  Pelosi,  Mr.  Stark,  and  Mr.  Solomon. 

We  will  go  first  to  Mr.  Stark,  then  to  Ms.  Pelosi,  then  to  Mr.  Sol- 
omon. 

STATEMENT  OF  HON.  FORTNEY  PETE  STARK,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Stark.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  testify  before  mv  colleagues  this  morning  on  the  question 
of  MFN  for  China.  I  will  keep  my  comments  brief.  As  a  Member 
from  California,  I  am  aware  that  China  is  an  important  market  for 
our  exports,  but  we  must  not  overlook  several  key  facts. 

One,  China  is  selling  M-11  missiles  to  Pakistan;  two,  China  is 
helping  Pakistan  and  Iran  build  nuclear  weapons;  three,  China  has 
blocked  efforts  by  the  U.N.  Security  Council  to  take  a  hard  line 
against  North  Korea's  nuclear  bomb  development  program. 

Pakistan,  Iran,  and  North  Korea.  We  sit  on  our  butts  watching 
while  the  PRC  helps  these  countries  develop  weapons  that  could 
annihilate  the  world. 

Next  time,  Mr.  Chairman,  it  won't  just  be  the  World  Trade  Cen- 
ter that  goes  up  in  smoke.  It  could  be  an  entire  city  fueled  by  a 
bomb  developed  and  supported  by  the  PRC.  What  will  we  then  tell 


the  American  people,  that  their  national  security  was  sold  out  for 
a  few  sneakers  and  T-shirts  that  we  thought  were  important  for  us 
to  get  in  exchange  for  export  contracts  for  some  telephone  equip- 
ment? 

The  last  administration  used  diplomacy  and  got  little  more  than 
empty  broken  promises  from  Beijing  on  nonproliferation.  I  hope 
that  President  Clinton  will  do  better.  We  have  $18  billion  of  lever- 
age on  China.  That  was  our  trade  deficit  with  the  PRC  in  1992.  We 
can't  afford  not  to  use  it.  If  China  hasn't  improved  its  proliferation 
record  by  next  year,  we  must  absolutely  cut  off  MFN. 

Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  All  right.  Ms.  Pelosi. 

STATEMENT  OF  HON.  NANCY  PELOSI,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Ms.  Pelosi.  Thank  you  very  much,  Mr.  Chairman  and  members 
of  the  committee  for  the  opportimity  to  appear  before  you  today  to 
discuss  the  United  States-China  trade  relations.  I  am  pleased  to  be 
here  to  testify  in  support  of  the  President's  Executive  order  signed 
on  May  28  to  condition  the  renewal  of  China  MFN  on  progress  in 
human  rights.  I  am  pleased  that  the  Executive  order  also  contains 
exhortations  to  the  Chinese  more  than  that  about  proliferation  and 
trade,  two  vital  interests  that  the  Congress  is  very  concerned 
about,  and  I  will  get  to  those  momentarily. 

As  you  know,  Mr.  Chairman,  since  the  Tiananmen  Square  mas- 
sacre in  1989,  Congress  has  tried  to  work  with  the  administration 
to  develop  a  unified  China  policy.  Every  year  during  the  MFN  de- 
bate we  inform  the  administration  of  our  willingness  to  work  to- 
gether to  send  a  clear  message  to  the  Chinese  Government. 

Now,  with  President  Clinton's  Executive  order  we  have  that  op- 
portunity for  the  President  and  for  Congress  to  work  together.  This 
effort  would  not  have  been  possible  without  the  leadership  of  so 
many  here  in  the  House,  particularly  Majority  Leader  Gephardt, 
Chairman  Rostenkowski,  Chairman  Gibbons,  former  Congressman 
Pease,  £md  hundreds  of  our  Democratic  and  Republican  colleagues 
who  have  voted  repeatedly  for  a  freer  China.  Two  of  those  cham- 
pions are  at  the  table  here,  Mr.  Stark  and  Mr.  Solomon,  who  are 
f)roposing  their  own  legislation  on  China  MFN.  Nonetheless  in  coa- 
ition  we  were  able  to  muster  hundreds  of  votes  every  time  this 
vote  came  up. 

I  support  the  Executive  order  because  it  encompasses  the  objec- 
tives of  H.R.  1890,  my  legislation  to  condition  MFN  for  China,  and 
it  allows  us  to  send  a  clear,  unified  message  to  the  Chinese  Govern- 
ment. Human  rights,  nonproliferation,  and  trade  are  all  vital  is- 
sues, and  the  Chmese  Government  can  now  have  no  doubt  that  we 
expect  them  to  abide  by  the  tenets  of  U.S.  law  and  by  the  prin- 
ciples Eind  norms  of  the  international  community. 

At  the  same  time  the  Executive  order  is  important  for  American 
jobs.  Since  Tiananmen  Square,  China  has  enjoyed  a  $50  billion  sur- 
plus with  the  United  States,  mainly  due  to  Chinese  barriers  to 
American  products. 

The  Executive  order  is  a  victory  for  the  American  worker  because 
it  addresses  China's  unfair  trade  practices,  particularly  lack  of 
market  access  for  many  products,   transshipments,   prison   labor 


through  real  enforcement  of  current  law,  and  agreements  to  reduce 
our  trade  deficit. 

Mr.  Chairman,  I  would  like  to  make  a  distinction  here  between 
jobs  in  America  and  United  States  investment  in  China.  Many  of 
the  business  interests  have  opposed  in  the  past  my  MFN  legisla- 
tion, and  our  joint  efforts,  those  of  us  gathered  on  this  side  of  the 
table,  in  the  past  talking  about  their  opportunities  in  China.  I 
think  it  would  be  a  cruel  hoax  on  the  American  people  if  we  fought 
the  Cold  War  about  our  own  security  which  is,  of  course,  primary, 
but  about  access  to  cheap  labor  and  potential  markets  rather  than 
freedom,  which  is  what  we  were  saying  it  was  about.  It  is  impor- 
tant for  the  U.S.  products  made  in  America  to  be  allowed  into 
China,  not  just  U.S.  investment  to  get  into  China  to  take  advan- 
tage of  cheap  labor  for  the  potential  Chinese  market. 

Conditioning  MFN  is  about  renewal,  not  revocation.  I  have  al- 
ways believed  that  if  the  conditions  are  clearly  stated  and  strongly 
supported  as  these  are,  the  Chinese  Grovernment  will  make  conces- 
sions. To  that  end,  I  would  like  to  submit  for  the  record,  Mr.  Chair- 
man, a  letter  from  Fang  Lizhi,  who  had  written  in  support  of  my 
legislation  and  talks  about  why  conditioning  MFN  can  be  an  effec- 
tive tool  for  change  in  China. 

Chairman  Gibbons.  Without  objection  we  will  include  that  letter 
right  at  the  end  of  your  statement. 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman.  I  believe  the  Executive 
order  makes  moving  H.R.  1890  this  year  unnecessary.  However, 
this  issue  is  far  from  over. 

Our  vigilance  regarding  China's  activities  relating  to  human 
rights,  trade,  proliferation  of  weapons  of  mass  destruction  just  will 
not  end  and  must  intensify  now. 

For  the  first  time,  however,  there  is  a  framework  within  which 
the  Chinese  Government's  actions  and  activities  will  be  measured. 
We  will  closely  monitor  China's  progress  on  human  rights,  on  pris- 
on labor,  on  basic  freedoms,  and  on  trade  and  nonproliieration. 

Mr.  Chairman,  I  want  to  say  very  strongly  if  China  does  not 
meet  the  conditions  in  the  Executive  order,  that  by  agreeing^  to  the 
Executive  order  and  not  putting  our  legislation  through  this  year. 
Congress  has  not  relinquished  its  right  to  reject  a  request  for  waiv- 
er next  year  should  Congress  disagree  with  the  President's  ap- 
praisal of  China's  meeting  of  the  conditions.  The  next  12  months 
are  critical  ones  for  the  United  States-China  relationship.  The  Ex- 
ecutive order  has  been  signed  and  Congress  and  the  administration 
will  be  working  together  to  assess  the  Chinese  Government's 
progress.  If  the  Chinese  expect  to  continue  to  receive  the  benefits 
of  their  relationship  with  us,  including  access  to  our  markets,  they 
must  respect  our  concerns  and  act  to  fulfill  them. 

In  your  statement,  Mr.  Chairman,  you  mentioned  that  MFN, 
most  favored  nation,  that  is  normal  trade.  It  is  normal  for  most 
countries,  but  as  you  know,  because  of  China's  centralized  economy 
and  Communist  system,  the  President  must  request  a  waiver,  and 
it  is  an  exception  that  he  is  asking  for  in  China  for  that  reason, 
and  because  of— this  $50  billion  since  Tiananmen  Square,  but  the 
growing  trade  deficit,  $6  billion  in  1989,  $9  billion  in  1990,  $12  bil- 
lion in  1991,  £ind  over  $18  billion  in  1992  and  growing  at  even  a 
higher  rate  for  1993,  this  does  give  us  additional  leverage. 


The  United  States  and  China  have  a  brilliant  future  politically, 
diplomatically,  economically,  and  culturally.  That  future  is  begin- 
ning with  this  Executive  order  coming  down  on  the  side  of  the  Chi- 
nese people.  With  the  Executive  order,  we  can  in  the  words  of  the 
President,  "improve  the  conditions  of  human  rights  in  China,  the 
economic  interests  of  the  American  people,  and  the  cause  for  world 
peace."  I  look  forward  to  continuing  discussions  with  members  of 
this  subcommittee  over  the  course  of  the  year  regarding  China's 
progress  on  meeting  the  goals  embodied  in  tne  Executive  order. 

Hopefully,  working  with  your  committee  and  the  business  com- 
munity, the  human  rights  advocates,  those  who  are  concerned 
about  nonproliferation  and  the  hundreds  of  Members  of  Congress, 
Democrats  and  Republicans  alike,  who  voted  overwhelmingly  for 
conditional  renewal  year  in  and  year  out,  we  will  send  a  clear  mes- 
sage to  the  Chinese  that  these  conditions  are  serious.  We  believe 
them  to  be  achievable  and  attainable  in  the  12-month  period,  and 
can  celebrate  next  year  when  those  conditions  are  met.  This  year 
I  congratulate  and  commend  the  President  for  his  courage  in  issu- 
ing the  Executive  order. 

Thank  you,  Mr.  Chairman. 

[The  letter  previously  referred  to  follows:] 


NATIONAL  COUNCIL  ON  CHINESE  AFFAIRS  (NCCA) 

425  8th  Street,  N  W  ,  Suite  332,   Washington.  D.C.  20004 
Tel;  (202)  638-4120   Fax:  (202)  638-4133 


May  11,  1993 


Dear  Congresswoman  Pelosi: 

I  recently  read  that  you  have  once  again  introduced  your  bill  conditioning 
further  renewals  of  China's  Most  Favored  Nation  trade  statue.  I  want  to  take  this 
opportunity  to  express  my  gratitude  to  you  for  all  your  efforts  in  support  of  human 
rights  and  democracy  in  China  and  express  my  unequivocal  support  for  your 
legislation. 

As  you  know.  I  support  placing  human  rights  conditions  upon  China's  MFN 
statue  by  the  U.S.  government.  In  fact,  my  wife  and  I  are  direct  beneficiaries  of 
Congressional  efforts  to  condition  MFN  as  we  believe  our  release  was  the  result  of 
this  pressure  from  the  U.S.  We  have  seen  that  when  the  Chinese  government  truly 
believed  that  their  MFN  status  would  be  conditioned  further,  they  responded  with 
release  of  political  prisoners.  But  once  they  were  assured  that  the  Administration 
would  not  take  such  action,  they  stopped  such  release.  Now  the  Chinese  government 
continues  their  repressive  policies,  including  arrests,  detention  without  trial  and  even 
torture,  and  prefers  to  use  release  of  political  prisoners  as  bargaining  chips  in 
negotiations  with  the  U.S.  In  my  opinion,  there  have  been  no  substantive  changes 
in  Chinese  political  life  since  the  protests  of  1989. 

I  particularly  feel  that  the  conditions  requiring  accounting  and  release  of 
political  prisoners  and  obtaining  access  by  humanitarian  and  monitoring  groups  to 
Chinese  prisons  is  important.  However.  I  believe  that  all  the  conditions  can  and  will 
be  met  by  the  Chinese  government  in  order  to  retain  their  substantial  trade 
advantage  with  the  U.S. 

I  would  also  like  to  dispute  the  notion  that  economic  development  will 
automatically  lead  to  a  democratic  society.  In  China,  the  release  of  market  forces 
has  indeed  led  to  economic  growth.  We  should,  of  course,  welcome  this  growth.  But 
it  goes  too  far  to  say  that  economic  development  alone  will  inevitably  lead  to 
democracv'.  The  communist  authorities  clearly  like  this  theory,  because  they  can  use 
it  to  cover  up  their  record  of  human  rights  violations. 


It  would  be  wonderful  if  democracy  did  indeed  grow  automatically  out  of 
economic  development,  but  history  gives  us,  unfortunately,  no  such  guarantees.  In 
fact,  there  are  a  number  of  cases,  both  in  the  West  and  in  Asia,  in  which  economic 
development  has  led  to  increased  human  rights  violations.  For  China,  the  economic 
growth  that  we  see  has  not  in  the  slightest  moved  Deng  Xiaoping  and  his  associates 
to  alter  their  autocratic  rule. 

So  it  is  important  for  the  West  to  encourage  not  only  economic  development 
in  China  but  political  reform  as  well.  A  world  in  which  the  principles  of  freedom 
and  human  rights  are  down-played  is  a  world  that  lengthens  the  time  during  which 
autocracy  in  China  can  survive. 

I  look  forward  to  seeing  the  President  condition  China's  MFN's  status  this 
year.  His  statements  endorsing  this  course  of  action  send  a  strong  message  to  the 
Chinese  government  that  this  Administration  is  serious  about  and  committed  to 
seeing  improvements  in  Chinas  human  rights  situation. 

Thank  you  again  for  all  your  efforts.  I  sincerely  hope  that  all  of  your 
colleagues  in  the  House  join  you  in  sponsoring  your  legislation.  It  will  send  a  strong, 
and  needed,  signal  to  the  leaders  in  Beijing. 


io 

Chairman  Gibbons.  Well,  thank  you,  Ms.  Pelosi.  Let  me  com- 
mend you  for  the  dedicated  and  outstanding  work  that  you  have 
done  on  this  issue  over  a  number  of  years.  Had  it  not  been  for  you, 
this  issue  would  have  not  received  the  kind  of  attention  or  direction 
that  has  come  from  vour  leadership. 

Ms.  F*ELOSl.  Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  Let  me  next  apologize,  before  I  go  to  Mr.  Sol- 
omon, to  the  members  of  the  subcommittee.  Usually  I  call  on  them 
to  make  any  opening  statements  that  they  want  to.  May  I  suggest 
that  we  listen  to  Mr.  Solomon,  then  we  will  go  to  any  members  of 
the  subcommittee  who  have  opening  statements  they  would  like  to 
make. 

Mr.  Solomon. 

STATEMENT  OF  HON.  GERALD  B H.  SOLOMON  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Solomon.  Thank  you  very  much,  Mr.  Chairman,  and  distin- 
guished members  of  the  committee.  First,  I  want  to  thank  you  for 
the  opportunity  to  present  my  views  on  United  States-China  trade 
relations  this  morning.  I  want  to  at  this  time  commend  Mr.  Stark 
and  Ms.  Pelosi  for  their  truly  outstanding  leadership,  as  you  have 
said,  Mr.  Chairman,  on  this  issue,  and  I  do  not  necessarily  disagree 
with  what  they  have  testified  to  today.  As  a  matter  of  fact,  I  concur 
with  almost  all  of  their  testimony. 

Mr.  Chairman  and  members,  as  you  are  aware,  for  the  past  sev- 
eral years  I  have  offered  a  resolution  of  disapproval  for  extension 
of  MFN  to  China.  I  have  done  so  even  though  in  each  instance  I 
had  to  go  against  the  wishes  of  Presidents  from  my  own  party  and 
as  a  member  of  the  Republican  leadership  that  is  not  easy,  as  you 
know,  Mr.  Chairman.  Although  I  was  a  staunch  supporter  of  both 
Ronald  Reagan  and  George  Bush,  I  considered  the  moral  impera- 
tive of  sending  the  police  state  government  of  Beijing  a  strong  mes- 
sage to  be  of  such  profound  importance  that  I  was  compelled  to  op- 
pose both  men  on  this  issue,  both  men  whom  I  admired  and  re- 
spected very  much. 

Mr.  Chairman,  I  feel  that  nothing  of  particular  significance  has 
changed  in  China  to  warrant  a  change  in  that  position,  and  I  say 
that  with  all  sincerity.  It  is  clear  to  me  that  all  these  years  of  most- 
favored-nation  status  have  not  led  to  any  substantive  changes  in 
the  behavior  of  the  Chinese  regime.  It  is  equally  clear  to  me  that 
the  only  way  that  we  are  really  going  to  get  Beijing's  attention  is 
to  cut  off  MFN  and  to  cut  it  off  right  now.  Therefore,  this  morning 
I  have  once  again  offered,  along  with  Congressmen  Ed  Markey, 
Doug  Applegate,  and  Peter  King,  a  bipartisan  resolution  that 
would  disapprove  the  renewal  of  MFN  status  for  China. 

I  would  break  down  the  reasons  for  denying  MFN  to  China  into 
four  general  categories — human  rights,  trade  policy,  military  policy, 
and  foreign  policy.  On  each  of  these  counts  China  simply  does  not 
make  the  grade,  and  I  would  like  to  touch  just  briefly  on  each  of 
the  four  if  I  might  take  the  time  of  the  committee. 

Little  needs  to  be  said  about  human  rights.  China  has  been  and 
continues  to  be  one  of  the  most  egregious  violators  in  the  world, 
and  you  all  know  that.  China  remains  an  oppressive  police  state. 
There  is  no  question  about  that.  Particularly  offensive  is  China's 
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use  of  forced  labor  with  many  prisoners  of  conscience  languishing 
in  the  vast  gulag  and,  of  course,  there  is  continued  unconscionable 
oppression  of  the  innocent  people  of  Tibet,  and  that  is  almost  heart- 
breaking. 

As  to  trade  policy,  the  latest  figures  show  that  China  is  running 
up  yet  another  huge  trade  surplus  with  us.  Our  trade  deficit  with 
China  in  the  first  quarter  of  1993  stood  at  $4.2  billion,  nearly  a  25 
percent  increase  over  the  first  quarter  of  last  year,  1992,  and  ladies 
and  gentlemen,  that  is  about  the  rate  of  increase  for  all  of  last  year 
when  we  saw  the  China  trade  deficit  jump  from  $12.5  billion  in 
1991  to  over  $18  billion  in  1992.  And  I  will  say  to  my  good  friend 
Sam  Gibbons,  the  chairman  and  you  members,  if  you  read  the  tran- 
script last  year,  that  is  exactly  what  I  predicted  and  what  Mrs. 
Pelosi  and  others  that  testified  before  you  predicted,  that  there 
would  be  a  50-percent  jump,  and  that  is  exactly  what  that  was. 

If  this  rate  of  increase  continues  for  the  rest  of  this  year,  our 
China  trade  deficit  will  reach  $25  billion.  I  mean,  that  is  getting 
up  to  almost  what  Japan  is.  Now,  Mr.  Chairman,  we  certainly  can- 
not have  any  doubt  as  to  why  this  is  so.  China  is  not  more  competi- 
tive than  we  are.  China  simply  refuses  to  allow  fair  access  to  its 
markets  for  our  goods. 

Mr.  Chairman  and  members,  it  is  argued  that  MFN  for  China 
creates  American  jobs.  This  is  no  doubt  true  in  some  sectors,  but 
it  is  also  true  that  this  unfair  discrimination  against  our  products 
costs  American  jobs  in  other  sectors,  and  those  lost  jobs  far  out- 
number the  few  jobs  created  by  our  exports  to  China,  and  I  say 
that  even  though  I  have  industries  in  my  district,  the  Greneral  Elec- 
tric Co.,  the  Grandoe  Glove  Corp.,  which  are  involved  in  this. 

Mr.  Chairman,  during  this  time  of  weak  job  growth  in  our  coun- 
try, I  simply  cannot  see  how  we  can  knowingly  give  away  jobs  in 
this  fashion.  If  the  playing  field  were  level,  I  could  certainly  see  the 
benefits  of  open  trade  with  China.  I  am  a  free  trader.  But,  Mr. 
Chairman,  the  playing  field  is  not  level.  Worse  yet,  China  is  using 
this  trade  surplus  to  fund  massive — and  I  want  you  to  listen  to 
this — ^to  fund  massive  military  buildups,  which  is  the  third  general 
reason  to  revoke  MFN  and  do  it  today. 

When  the  rest  of  the  world  is  decreasing  military  spending,  as 
we  are  in  this  country,  as  NATO  allies  are  doing,  as  other  Pacific 
Rim  countries  are  doing,  China  announced  in  March  that  it  is  in- 
creasing its  military  spending  by  15  percent  this  year.  Now,  this 
is  despite  a  budget  deficit  that  at  27  percent  of  revenues  is  even 
larger  than  our  own,  and  that  is  bad  enough.  The  buildup  is  across 
the  board  and  includes  upgrades  in  nuclear,  and  in  ballistic  missile 
capabilities. 

Mr.  Chairman  and  members,  this  buildup  has  already  allowed 
China  to  begin  to  press  its  claims  in  the  South  China  Sea  with 
more  vigor  and  has  clearly  made  many  of  China's  neighbors  restive 
to  a  point  of  intimidation  that  the  rest  of  the  world  had  better 
wake  up  and  take  notice  to;  5  and  10  years  down  the  road  we  are 
going  to  wonder  what  happened  around  here. 

The  fourth  area  and  final  reason  why  China  does  not  deserve 
MFN,  Mr.  Chairman,  is  its  roguish  foreign  policy,  which  Mr.  Stark 
has  spoken  to  so  eloquently.  China  has  sold  M-11  missiles  to  Paki- 
stan. It  has  given  nuclear  technology  to  Iran  and  has  refused  to 
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back  U.N.  sanctions  against  North  Korea,  which  has  abrogated  the 
Nuclear  ProHferation  Treaty,  and  we  should  not  stand  for  that. 
And  even  worse,  they  continue  to  back  the  murderous  Khmer 
Rouge  in  Cambodia. 

Mr.  Chairman,  this  can  only  be  described  as  an  outlaw,  roguish 
foreign  policy.  We  should  not  be  a  part  of  it.  To  continue  to  reward 
a  regime  that  plays  such  a  destabilizing  role  in  the  world  with 
most-favored-nation  status  is  dangerous.  Now  the  Clinton  adminis- 
tration has  given  us  its  answer  to  those  questions,  and  I  must  say, 
Mr.  Chairman,  that  I  believe  their  approach  is  as  flawed  as  was 
the  Reagan  and  Bush  China  policy  before  them.  I  would  have 
doubts  as  to  the  potential  effectiveness  of  conditioning  MFN,  even 
if  the  legislation  or  Executive  order  were  strongly  worded  and 
clear.  Another  1-year  waiting  period  gives  Beijing  plenty  of  time  to 
put  on  a  charade  and  blitz  us  with  a  propaganda  campaign  about 
how  progressive  they  are  and  how  humane  they  have  become,  but 
the  more  unfortunate  fact  is  that  the  President's  order  is  not 
strongly  worded  and  clear.  In  fact,  a  very  close  examination  of  it 
reveals  it  to  be  weak  and  vague  and  perhaps  when  the  administra- 
tion testifies  later  you  could  ask  them  about  it  and  let  them  read 
that  Executive  order  to  you. 

The  order  makes  it  incumbent  on  the  Secretary  of  State  to  certify 
progress  in  only  two  areas — read  it,  gentlemen — immigration  and 
prison  labor,  in  order  to  submit  a  recommendation  for  extension 
next  year.  Now,  yes,  that  is  progress.  Members,  how  hard  will  it 
be  for  the  Chinese  Government  and  for  this  administration  which 
has  to  play  the  foreign  policy  card,  and  they  all  do,  all  the  adminis- 
trations, how  hard  will  it  be  for  them  to  construct  a  case  next  June 
that  another  extension  is  warranted?  There  is  nothing  in  this  docu- 
ment that  requires  action  by  any  party,  and  that  is  why  I  object 
to  it.  There  is  nothing  in  this  document  that  requires  anyone  in  the 
U.S.  Government  to  make  a  case  for  extension  next  year  that  is 
any  stronger  than  the  case  that  proponents  of  MFN  are  using  right 
now,  so  in  summary,  Mr.  Chairman,  and  distinguished  committee 
members,  mark  my  word.  As  I  said  last  year,  and  the  year  before 
and  the  year  before  that,  we  will  be  right  back  here  in  this  room 
1  year  from  now  having  the  exact  same  discussion  if  we  do  not  re- 
voke China's  MFN  status  outright. 

Now,  please  bear  in  mind  that  if  we  pursue  this  course  there  is 
nothing,  I  repeat  nothing  that  says  that  MFN  cannot  be  reinstated 
immediately.  That  means  1  month  from  now,  2  months  from  now, 
3  months  from  now  if  the  Beijing  regime  truly  modifies  its  behav- 
ior. Mr.  Chairman,  in  past  years  this  committee  and  the  full  com- 
mittee has  reported  out  my  resolution  without  comment,  and  I 
would  like  to  thank  the  chairman  and  distinguished  members  for 
that  and  for  taking  the  time  for  listening  to  me  this  morning.  I 
hope  you  would  at  least  do  the  same  this  year  and  I  would  prefer 
you  to  report  it  out  with  a  favorable  recommendation,  but  we  de- 
serve to  vote  this  issue  on  the  floor,  and  I  thank  you  very  much. 

Chairman  Gibbons.  Well,  let  me  thank  all  of  you  for  your  state- 
ments, and  do  any  members  of  the  committee  have  any  general 
statements  they  would  like  to  make  about  this  matter  before  we  go 
to  questioning? 
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Mr.  Thomas.  Mr.  Chairman,  I  would  ask  unanimous  consent  that 
the  statement  of  Phil  Crane  of  Illinois  be  entered  into  the  record 
at  this  point. 

Chairman  Gibbons.  All  right,  without  objection  so  ordered. 

[The  statement  of  Mr.  Crane  follows:] 


14 


statement  by  The  Honorable  Philip  Crane 
on  United  States-China  Trade  Relations 

Today  we  will  review  the  trade  relationship  between  China 
and  the  United  States,  and  the  inexorable  linkage  of  trade  policy 
to  human  rights,  foreign  policy,  and  national  security 
objectives.   I  suspect  that  we  will  hear  from  those  who  are 
content  that  certain  politically  favored  conditions  have  been 
tied  to  MFN  extension  by  President  Clinton,  albeit  through 
executive  order  rather  than  legislation.   There  will  be  those  who 
are  dissatisfied  that  conditions  they  favor  will  not  enjoy  MFN 
linkage  this  year.   And,  of  course,  we  will  hear  from  those  that 
think  we  should  end  normal  trading  relations  with  China 
altogether  and  hope  for  a  return  to  China's  isolation  by  the 
West. 

One  thing  appears  certain — this  Administration  has  been 
unable  thus  far  to  establish  a  leadership  role  for  the  United 
States  by  forging  a  strong  and  coherent  overall  policy  with  China 
that  is  coordinated  with  other  world  powers,  which  promotes 
definable  economic  and  strategic  interests,  and  which  is  viewed 
with  respect  by  our  allies  and  by  China. 

Instead  we  have  a  piecemeal  unilateral  policy  that  caters  to 
congressional  pressure  here,  tries  to  calm  business  uncertainty 
there,  and  decries  the  divisive  annual  MFN  review  process  while 
specifically  linking  new  conditions  to  the  annual  review. 

We  seem  to  have  turned  over  the  leadership  role  in  China 
to  our  trading  partners,  who  are  forcefully  exploiting  their 
interests  in  that  rapidly  expanding  market.   We  seem  as  uncertain 
in  dealing  with  China  as  we  do  in  dealing  with  the  former 
Yugoslavia,  the  Baltics  or  any  number  of  other  complicated 
foreign  and  economic  policy  challenges.   I  am  afraid  that  the 
announced  China  policy,  in  general,  represents  another  example  of 
how  uncomfortable  this  Administration  is  in  the  foreign  policy 
arena. 

The  new  Administration  has  deferred  to  Representative  Pelosi 
and  Senator  Mitchell  to  draft  their  China  policy.   The  announced 
policy  elevates  human  rights  behavior  by  Chinese  officials  as  the 
single  category  to  be  linked  to  trade  in  the  annual  MFN  review. 
Weapons  proliferation  and  unfair  trade  practices  will  have  a 
somewhat  different  status  and  presumably  will  be  pursued  or  a 
more  flexible  basis.   I  am  hopeful  that  this  somewhat  disjointed 
policy  will  work  over  the  next  year  and  will  serve  to  maximize 
U.S.  influence  over  China  to  improve  its  behavior  in  all  of  these 
areas  while  protecting  U.S.  economic,  political  and  strategic 
interests  in  the  region. 

When  the  President  chooses  to  tie  his  own  hands  in  the 
foreign  policy  and  trade  policy  arenas,  it  is  difficult  to 
criticize  and  argue  for  more  flexibility.   I  wish  him  only  the 
best  of  luck  in  achieving  his  goals  over  the  next  year.   I  look 
forward  to  hearing  from  the  witnesses  today. 
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Chairman  Gibbons.  Are  there  any  others?  Fine. 

Mr.  Solomon,  you  made  a  prediction  that  is  going  to  come  true: 
We  will  be  back  in  this  room  1  year  from  now  on  this  same  subject 
and  we  will  be  back  2  years  from  now,  3  years,  5  years  and  maybe 
7  or  8  years  from  now,  at  least  that  long  on  this  same  subject  be- 
cause tne  question  we  are  identifying  will  not  go  away  unless  there 
is  some  very  radical  changes  within  China.  As  roguish  a  character 
as  the  Government  of  China  has,  it  is  not  quite  as  roguish  as  it 
was  a  few  years  ago,  in  my  opinion,  and  I  think  it  is  improving. 
And  we  intend  to  make  sure  that  it  does  improve. 

Let  me  ask  you,  Mr.   Solomon,  and  the  same  would  apply,  I 

fuess,  to  Mr.  Stark,  unless  we  go  the  route  outlined  by  the  Presi- 
ent  or  your  route  of  outright  disapproval,  which  would  isolate  us 
from  China,  what  other  route  is  there  to  follow? 

Mr.  Solomon.  Mr.  Chairman,  I  assume  you  mentioned  my  name 
first  and  would  like  me  to  respond. 

Chairman  Gibbons.  Yes,  sir,  go  ahead. 

Mr.  Solomon,  Let  me  first  of  all  say,  Mr.  Chairman,  that  I  really 
do  have  great  fondness  for  the  Chinese  people.  I  have  been  involved 
with  them  ever  since  I  was  in  the  Marine  Corps  back  in  the  early 
1950s.  I  have  great  respect  for  their  personal  way  of  life,  and  I  cer- 
tainly would  never  want  to  do  anything  that  would  hurt  them.  As 
a  matter  of  fact,  I  become  emotional  about  this  sometimes  because 
of  the  treatment  that  I  see  that  the  Chinese  people  receive  from 
their  own  government.  It  is  a  police  state,  and  it  is  such  a  shame 
that  so  many,  that  25  percent  of  the  world's  population  has  to  live 
under  those  conditions.  But  what  other  alternatives  are  there? 

I  just  see  year  after  year,  as  I  discussed  with  Ronald  Reagan  at 
one  time  and  with  George  Bush  at  another,  that  the  only  way  you 
are  going  to  get  the  attention  of  that  kind  of  government  and  the 
people  in  charge  is  to  slap  them  a  upside  the  head  with  a  2  by  4. 
Otherwise  they  are  going  to  play  games  with  you.  That  is  the  Com- 
munist way  of  negotiating.  But  let  me  just,  ir  I  might,  briefly  read 
a  letter  fi-om  the — just  excerpts  from  the  Grandoe  Corp.,  and  they 
urge  me  not  to  support  the  Pelosi  legislation  and  not  to  submit  my 
disapproval  motion  to  the  floor,  but  they  manufacture,  up  in  up- 
state New  York,  gloves  and  other  items,  but  they  also  have  a  huge 
operation  in  China. 

They  say  we  currently  employ  approximately  3,000  workers. 
They  go  on  to  say  our  company  imports  and  distributes  men's  and 
ladies'  dress  and  ski  gloves,  golf  gloves,  and  knit  and  fleece  gloves 
manufactured  in  China.  Then  they  say  we  are  fearful  that  the  Chi- 
nese Government  will  view  the  conditions  imposed  for  renewal  of 
MFN  to  be  an  interference  with  the  internal  affairs  of  China  and 
would  react  by  equivalent  retaliation.  And  the  last  excerpt  I  want 
to  read  says  "while  we  can  move  some  of  our  production  to  other 
countries,  it  is  neither  realistic  nor  practical  to  believe  that  this 
can  be  done  in  one  year." 

Now,  Mr.  Chairman,  if  we  revoked  MFN  for  China  today,  what 
would  that  do?  It  would  mean  that  all  of  these  items,  these  golf 
gloves,  these  ski  gloves,  knit  and  fleece  gloves,  et  cetera,  they 
would  be  subject  to  probably  a  tariff  of  anywhere  from  8  to  40  per- 
cent. I  think  I  heard  you  say  that  in  the  debate  maybe  last  year. 
Well,  8  to  40  percent  would  actually  bring  up  the  cost  of  that  item 
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on  the  counters  of  Wal-Mart  to  about  what  it  costs  to  produce  it 
in  the  United  States.  That  is  a  level  playing  field,  and  that  is  why 
even  though  I  am  a  ft-ee  trader,  I  believe  that  fi^ee  trade  has  to  be 
fair  trade.  That  is  why  I  oppose  NAFTA,  one  of  the  few  Repub- 
licans that  do,  but  the  point  is,  Mr.  Chairman,  you  asked  what  can 
we  do? 

We  can  send  them  the  strong  message.  We  could  cut  it  off  for  1 
or  2  months,  and  I  assure  you,  as  I  have  worked  with  those  people 
over  many,  many  years  as  a  member  of  the  Foreign  Affairs  Com- 
mittee, they  will  sit  down  and  negotiate,  and  we  will  make  tremen- 
dous progress  if  we  do  that. 

Thank  you. 

Mr.  Stark.  Mr.  Chairman,  I  would  respond  that  there  is  other 
legislation  we  could  pass.  We  have  legislation  that  has  tough  sanc- 
tions on  companies  in  countries  whicn  sell  nuclear  weapons  tech- 
nology. We  could  pass  that  kind  of  legislation,  and  add  it  to  those 
sanctions  for  missile  and  chemical  weapons  transfers.  We  don't  in- 
clude it  for  nuclear.  Last  year  I  introduced  such  legislation;  I  do  so 
again  this  year.  I  would  love  to  have  you  have  hearings  on  that. 

Second,  it  seems  to  me  we  could  encourage  this  administration, 
as  many  of  us  tried  to  do  the  previous  two  administrations,  to  get 
tough.  The  I.A.E.A.  watchdog  which  inspects  nuclear  facilities 
around  the  world  isn't  getting  the  kind  of  support  it  should  get 
from  us.  If  this  administration  can't  give  us  any  suggestions  as  to 
how  they  are  going  to  get  tough,  why  should  any  of  us  support 
NAFTA?  How  can  I  go  home  and  tell  my  people  in  my  district  that 
this  administration  is  going  to  do  anything  about  human  rights  and 
pollution  or  other  issues  in  Mexico?  I  am  afraid  that  if  they  can't 
do  it  one  place  they  can't  do  it  another.  I  think  it  is  incumbent  on 
our  Trade  Representative  and  our  administration  to  show  that  they 
can  get  tough,  and  I  think  it  is  incumbent  on  this  committee  to  put 
sanctions  on.  If  they  are  not  willing  to  withdraw  MFN,  which  I 
happen  to  think  would  be  a  good  idea,  then  I  think  you  have  to  go 
part  way. 

I  do  not  believe,  as  Mr.  Solomon  suggested,  that  you  are  going 
to  get  any  reaction.  You  are  going  to  get  the  back  of  their  hand. 
China  is  going  to  smirk  and  thumb  their  nose  at  us,  unless  we  get 
tough.  It  is  the  only  language  they  understand.  I  think  we  have  to 
be  willing  to  show  some  people  like  the  glove  manufacturer  in  Mr. 
Solomon's  district  that  they  are  going  to  have  to  bear  with  us  while 
we  bring  China  to  heel. 

Ms.  I^LOSI.  Mr.  Chairman,  if  I  may,  because  I  believe  that  the 
President's  Executive  order  does  represent  a  getting  tough  on  the 
China  MFN  issue,  I  support  it  because  it  does  capture  all  of  the 
concerns  that  are  addressed  in  my  legislation  which,  as  I  say,  hun- 
dreds of  our  colleagues.  Democrat  and  Republican  alike,  have  voted 
for  in  the  last  several  years. 

Mr.  Stark,  I  am  sure,  and  Mr.  Solomon  as  well,  I  recognize  their 
leadership  on  this  issue,  but  I  also  encourage  them  to  make  sure 
China  abides  by  the  conditions  of  the  Executive  order.  If  we  send 
a  message  to  the  Chinese  that  these  are  weak  conditions,  the  Chi- 
nese will  interpret  them  as  such.  They  indeed  are  not.  They  are 
very  specific,  they  are  very  tough  on  human  rights.  I  would  say 
that  the  only  difference  between  our  legislation  last  year,  the  year 
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before  and  the  year  before  is  that  this  year  we  have  stronger  lan- 
guage in  the  Executive  order  than  has  ever  passed  the  House  of 
Representatives  on  the  subject  of  Tibet.  China  must  make  signifi- 
cant progress  with  respect  to  protecting  Tibet's  distinctive  religious 
and  cultural  heritage.  The  only  one  condition  that  is  not  in  the  bill 
is  any  conditions  relating  to  Hong  Kong,  and  that  was  a  concession 
to  the  Governor  of  Hong  Kong  who  said  he  did  not  want  MFN  and 
Hong  Kong  related  in  anv  way  in  our  debate  here,  and  the  author 
of  that  particular  part  of  the  bill,  Mr.  Porter,  asked  that  it  be  re- 
moved from  the  bill,  and  it  was  at  his  request  that  it  was,  and  not 
part  of  the  Executive  order. 

You  asked  about  other  remedies.  We  do,  indeed,  have  them  in 
the  law  and  the  Executive  order  addresses  those.  On  proliferation, 
the  penalty  for  violating  the  proliferation  laws,  our  own  Defense 
Authorization  Act  and  Export  Administration  Act  are  more  severe 
than  revocation  of  MFN.  They,  in  fact,  would  bar  certain  Chinese 
products  from  our  markets  at  all  regardless  of  the  tariff,  and  that 
is  part  of  the  President's  Executive  order. 

In  relationship  to  trade,  as  our  colleagues  have  exhorted  the 
Trade  Representative  to  be  forceful  for  fair  trade  between  the  Unit- 
ed States  and  China,  the  President's  Executive  order  indeed  calls 
forth  all  of  our  laws  relating  to  fair  trade,  our  agreements  with 
China  and  our  own  trade  laws,  so  it  is  historic.  I  know  that  Ambas- 
sador, Assistant  Secretary  Winston  Lord  will  be  testifying  on  behalf 
of  the  Executive  order  later,  and  because  of  his  leadership  we  were 
able  to  come  together  on  this  legislation.  Because  of  the  President's 
statement  I  thmk  China  will  receive  a  very  strong  message,  and 
they  have  to  understand  that  they  are  strong  conditions  and  we  in- 
tend for  them  to  meet  them. 

We  did  not,  as  I  said  in  my  testimony,  relinquish  Congress'  right 
to  reject  a  request  for  waiver  next  year  should  Congress  disagree 
with  the  President's  evaluation  on  how  these  conditions  were  met. 
So  I  am  very  proud  that  the  President  went  forward  with  this.  We 
begged  the  Bush  administration  to  do  so.  I  have  Secretary 
Eagleburger  as  my  witness  that  we  appealed  to  him,  because  I  be- 
lieve the  most  important  message  for  the  Chinese  Government  to 
hear  is  a  united  message  from  the  Congress  and  the  President  that 
we  speak  in  one  voice  very  clearly  that  these  conditions  must  be 
met,  so  I  urge  this  committee  and  our  colleagues  to  support  the  Ex- 
ecutive order.  It  won't  be  coming  up  for  a  vote,  but  to  recognize  it 
for  the  leadership  that  it  contains,  the  opportunity  that  it  gives  us 
to  make  real  change  in  China,  and,  again,  I  don't  want  to  read  it 
in  the  interest  of  time,  but  I  urge  my  colleagues  to  read  the  letter 
of  Fang  Lizhi,  one  of  the  leading  Chinese  dissidents  in  two  re- 
spects. 

He  counters  the  argument  that  economic  development  will  auto- 
matically lead  to  a  Democratic  society,  and  also  what  the  impact 
of  United  States  conditionality  on  MFN  will  have  on  the  behavior 
of  the  Chinese  Government.  I  believe  it  is  a  very  valuable  docu- 
ment and  urge  you  to  read  it.  With  that,  again  I  thank  you,  Mr. 
Chairman,  for  the  opportunity  to  speak  here  today. 

Chairman  GffiBONS.  Well,  Mrs.  Pelosi,  it  is  very  obvious  why  you 
have  become  the  leader  in  this  matter  and  certainly  as  I  have  lis- 
tened to  the  President  make  his  statement  himself,  and  as  I  have 
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read  his  Executive  order,  it  seems  to  me  that  you  have  won  the 
battle  so  far  on  what  you  set  out  to  do,  because  in  my  opinion  the 
President's  position  is  tough.  It  will  require  some  very  substantial 
changes  on  the  part  of  the  Chinese  Government  and  the  way  they 
treat  their  people,  the  way  they  treat  the  Tibetans  and  the  way 
they  conduct  their  own  foreign  policy,  so  I  think  you  are  to  be  com- 
mended. I  am  glad  to  hear  from  your  own  lips  the  fact  that  the 
President's  proposal  is  consistent  with  your  position. 

Ms.  Pelosi.  Mr.  Chairman,  I  think  the  record  should  show  that 
when  the  President  signed  the  Executive  order  he  was  surrounded 
by  the  leading  Chinese  dissidents  who  some  of  them  were  the  com- 
mandants in  Tiananmen  Square  who  escaped  from  China  to  the 
United  States,  and  they  were  very  supportive  of  the  Executive 
order  as  well  as  the  representative  of  his  holiness  the  Dalai  Lama, 
Lohti  Gary,  who  was  also  with  the  President  when  he  signed  the 
Executive  order,  so  those  who  have  risked  their  personal  security 
and  their  lives  on  this  issue  believe  that  the  Executive  order  is 
strong  enough.  I  think  we  should  give  it  a  chance  and  then  next 
year  if  conditions  aren't  met  I  join  with  my  colleague,  Mr.  Solomon, 
calling  for  complete  revocation. 

Chairman  GffiBONS.  I  think  we  can  tell  a  little  personal  story 
that  maybe  the  press  hasn't  written.  At  the  time  the  President  got 
ready  to  issue  this  proclamation  all  the  lights  in  the  White  House 
went  out,  and  we  were  plunged  into  total  darkness,  and  then  with 
great  drama  the  lights  came  back  on  and  there  was  the  President 
ready  to  make  his  statement. 

Mr.  Stark.  Mr.  Chairman,  I  wonder  if  I  might  impose  on  the 
Chair's  good  graces.  I  am  supposed  to  chair  a  hearing  that  was  to 
start  15  minutes  ago.  Mr.  McDermott  has  gone  already,  and  he  will 
create  all  kinds  of  mischief  if  I  am  not  there  to  keep  an  eye  on  him. 

Chairman  Gibbons.  You  better.  You  have  got  a  tremendous  bur- 
den to  carry  in  this  Congress,  Mr.  Stark.  I  appreciate  your  interest. 

Let's  go  down  to  Mr.  Matsui. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman.  I  would  like  to  commend 
all  three  of  the  Members  that  testified  before  us  today  because  I 
think  were  it  not  for  them  and  their  leadership  over  the  last  3  or 
4  years  we  wouldn't  be  in  the  position  we  are  today.  They  really 
made  a  major  contribution  to  the  effort  of  opening  up  and  liberaliz- 
ing China.  We  have  a  long  way  to  go,  but  they  have  made  tremen- 
dous strides  in  that  area. 

I  would  particularly  like  to  commend  Representative  Pelosi.  I 
think  her  efforts  over  the  last  3  or  4  years  have  been  tremendous, 
particularly  over  the  last  few  months,  in  making  sure  that  the  ad- 
ministration and  the  Chinese  were  mindful  of  the  fact  that  this 
issue  was  of  paramount  importance  to  the  United  States  and  cer- 
tainly to  the  Members  of  the  House  and  Senate  and  the  adminis- 
tration. So  I  would  like  to  commend  you  in  particular.  Representa- 
tive Pelosi,  for  all  your  efforts. 

I  look  forward  to  working  with  all  of  you  because  as  all  three  of 
you  have  said,  this  matter  is  not  over.  We  still  have  a  long  way 
to  go,  so  congratulations. 

Ms.  Pelosi.  Thank  you,  Mr.  Matsui. 

Chairman  Gibbons.  All  right.  Mr.  Sundquist. 
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Mr.  SUNDQUIST.  Thank  you  very  much,  Mr.  Chairman.  I  would 
commend  the  tenacity  of  my  friend,  Gerry  Solomon,  who  is  such  a 
strong  leader,  as  well  as  Ms.  Pelosi  for  how  they  have  taken  on  this 
issue.  It  seems  to  me,  though,  that  we  also  have  to  separate  out 
trade  policy  from  foreign  policy,  and  I  say  this  to  Mr.  Solomon. 
Don't  you  think,  Gerry,  that  the  imbalance  is  a  different  agenda 
and  is  a  different  problem  than  the  human  rights  issue? 

I  thought  I  detected  in  your  comments  a  mixing  of  the  two. 

Mr.  Solomon.  I  do  mix  the  two.  Of  course,  you  know  we  have 
a  law  of  the  land,  the  Jacks  on -Van  ik.  There  is  no  question  that  the 
Chinese  Government  is  in  violation  of  Jackson-Vanik,  but  let  me 
just  say  to  the  gentleman  from  Tennessee,  I  think  all  four  issues 
that  I  have  raised  are  so  terribly,  terribly  important  to  the  future 
of  this  country  strategically,  and  when  I  talked  about  the  military 
buildup  of  15  percent  for  this  quarter  in  the  Chinese  regime,  what 
are  they  building  up  for? 

Mr.  SUNDQUIST.  That  is  not  my  question.  My  question  is  the  sep- 
aration of  the  trade  imbalance  from  other  issues  as  opposed  to 
tying  them  all  into  one. 

Mr.  Solomon.  I  think  they  have  to  be  tied  into  one.  The  execu- 
tive has  the  authority  for  foreign  policy,  of  which  I  support.  I  don't 
believe  in  the  War  Powers  Act,  for  instance,  the  gentleman  knows 
that,  but  I  believe  that  they  do  have  to  be  tied  together  because 
of  the  issue  today  and  to  take  it  a  step  further  because  of  the  econ- 
omy in  this  country,  when  you  look  at  the  fact  that  Japan  in  1992 
had  a  $50  billion  deficit  with  this  country,  China  had  an  $18  billion 
deficit,  you  combine  the  two,  $50  and  $18  billion,  just  those  two 
countries  alone,  that  is  $68  billion  of  the  entire  $84  billion  deficit. 

Mr.  SUNDQUIST.  I  would  say  to  my  friend,  I  am  not  satisfied  that 
we  should  let  the  State  Department  run  trade  policy,  and  I  think 
USTR  has  a  responsibility  for  trade  policy,  and  I  think  what  you 
are  suggesting  would  give  the  State  Department  the  responsibility 
for  trade  with  these  countries.  I  think  that  is  a  mistake. 

The  other  problem  I  have  is  how  we  are  viewed  around  the  world 
in  terms  of  foreign  policy  in  the  United  States?  I  think  this  Presi- 
dent has  already  weakened,  through  his  actions  in  Bosnia,  how  we 
are  viewed  around  the  world.  I  think  our  businesses  are  worried 
about  how  they  can  go  in  and  invest  with  some  certainty  and  not 
have  a  policy  that  stops  and  starts.  I  would  prefer  that  mstead  of 
calling  it  most  favored  we  would  say  normal  relations.  I  think  it 
is  a  mistake  to  call  it  most  favored,  and  so  I  guess  while  I  do  sup- 
port the  administration's  decisions  not  to  withdraw  MFN  from 
China,  I  am  concerned  that  the  President  may  be  setting  himself 
up  for  a  dramatic  failure  next  year  if  the  United  States  is  forced 
by  Chinese  behavior  to  unilaterally  withdraw  MFN. 

Do  you  feel,  Ms.  Pelosi,  that  there  is  enough  flexibility  in  the 
President's  announced  policy  to  allow  him  to  react  in  a  constructive 
manner  to  changing  conditions  in  China? 

Ms.  Pelosl  I  believe  that  the  Executive  order  is  clear.  That  is 
why  I  agreed  to  it,  because  it  captures  the  concerns  addressed  in 
the  legislation.  I  do  think  that  the  Chinese — that  these  are  reason- 
able, attainable  conditions.  As  you  have  heard  from  my  colleagues 
here,  there  is  in  the  Congress  voices  for  stronger  conditions  or  no 
MFN  at  all,  as  a  lever  for  improvement  in  human  rights,  et  cetera 
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in  China,  but  any  issue  you  can  name,  whether  it  is  forced  abor- 
tion, sterilization,  whether  it  is  proliferation,  trade,  any  number  of 
issues  in  the  Congress  there  is  a  constituency  for  much,  much 
tougher  conditions,  and  one  of  the  criteria  that  we  had  for  the  bill 
on  which  this  Executive  order  is  based  was  that  these  be  achiev- 
able and  attainable  conditions  within  a  12-month  period  because 
this  bill  truly  is  about  renewal  of  MFN,  not  about  revocation. 

It  is  about  using  our  leverage  in  a  way  that  can  produce  results 
so  that  the  conditions  are  calibrated  to  be  met,  so  I  believe  that 
they  should  be  met  and  that  the  President  in  issuing  this  Executive 
order — ^you  asked  how  we  are  viewed  around  the  world.  I  think  we 
are  viewed  as  leaders.  I  think  in  issuing  the  Executive  order  the 
President  was  true  to  the  principles  on  which  our  country  was 
founded  and  really  added  luster  to  the  office  of  President  by  speak- 
ing out  in  a  very  historic  way  that  we  are  true  to  our  own  prin- 
ciples and  that  we  are  looking  out  also  for  American  workers  and 
a  safer  world,  as  we  said  the  legislation's  goals  were,  to  make  the 
trade  fairer,  the  political  climate  freer  and  the  world  safer.  I  be- 
lieve that  this  Executive  order  does  that. 

Mr.  SuNDQUiST.  Let  me  ask  you  this  question:  If  ^ou  were  a  busi- 
ness person  getting  ready  to  invest  in  China  or  invest  more  and 
you  are  looking  at  this  policy,  would  you  or  would  you  not  invest? 

Ms.  Pelosi.  I  have  never  discouraged  anyone  from  investing  in 
China  ever. 

Mr.  SUNDQUIST.  That  is  not  my  question.  The  question  is  the  un- 
certainty. Second,  let  me  follow  it  up  with  the  same  question,  and 
that  is  let's  say  at  next  year's  hearing  you  are  back  before  this  com- 
mittee and  China  has  met  75  or  80  percent  of  the  conditions.  What 
do  you  do?  Is  it  100  percent  or  is  it  nothing? 

Ms.  Pelosi.  Well,  I  think  the  Executive  order  is  clear  in  that  re- 
gard in  that  it  establishes  two  conditions  which  are  the  law  now 
that  use  of  prison  labor  for  export  is  in  violation  of  U.S.  law,  and 
the  immigration  provisions  of  Jackson-Vanik  are  in  U.S.  law,  so  we 
could  not  weaken  those  conditions,  and  they  are  absolutes  in  the 
legislation.  Other  than  that  there  is  a  list  of  conditions  which  the 
Chinese  must  make  overall  significant  progress,  and  I  know  that 
Ambassador  Lord  will  be  testifying  more  specifically  on  those,  and 
I  know  you  have  a  copy  of  it. 

In  the  interest  of  time  I  won't  read  them,  but  I  will  say  if  China 
came  back  with  75  or  80  percent  of  the  most  significant  progress 
area,  there  would  be  an  excellent  chance  that  they  would  have  re- 
newal of  MFN.  I  would  say  if  there  was  token  complying  with  the 
conditions,  that  the  Congress  would  move  for  a  complete  revoca- 
tion. But  get  back  to  the  point.  If  you  have  a  business  that  is  inter- 
ested in  investing  in  China,  what  they  could  do  is  help  us  bv  men- 
tioning how  serious  and  important  human  rights,  fair  trade,  and 
nonproliferation  are  to  the  Congress  of  the  United  States  and  to 
the  people  of  the  United  States. 

Mr.  SUNDQUIST.  Thank  you.  Mr.  Chairman,  I  want  to  just  say 
one  thing,  and  that  is  to  Mr.  Solomon,  my  friend  for  whom  I  have 
such  great  respect,  I  think  we  ought  to  be  tough  on  countries  that 
do  not  open  up  their  borders  to  us.  I  think  trade  ought  to  truly  be 
fair  when  it  is  free,  but  China  is  not  the  only  country  we  have  that 
problem  with,  and  I  think  we  ought  to  get  tougher  on  all  countries. 
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but  I  think  we  have  to  separate  out  what  USTR  can  do  from  what 
the  State  Department  can  do. 

Ms  Pelosi  If  I  may,  Mr.  Sundquist,  that  is  what  the  Executive 
order  does.  It  keeps  human  rights  conditions  in  the  Executive  order 
and  says  that  our  other  legislation,  laws  that  are  already  in  place 
will  be  implemented  and  enforced. 

Mr  Sundquist.  I  am  supporting  extending  MFN  to  China,  but 
Mr.  Solomon  does  not  agree  with  this  position,  and  that  was  mv 
point  to  him.  ^ 

Ms.  Pelosi.  You  support  the  Executive  order? 

Mr.  Sundquist.  The  President  has  proposed  extending  MFN  and 
I  support  that.  I  do  have  concerns  about  the  conditionality  he  has 
built  into  the  process  for  next  year. 

^^^\  SALOMON.  I  don't  want  to  interrupt,  but  I  would  just  say 
this:  It  IS  too  bad  we  don't  have  more  members  of  your  panel  who 
perhaps  share  our  views,  who  perhaps  share  our  views  down  here 
because  when  Mr.  Lord  testifies  you  really  ought  to  go  through 
this  bxecu^ve  order  because  it  basically  says  "^substantially  pro- 
mote the  freedom  of  immigration.  Substantially  promote.  It  goes 
on  to  say  that  whether  China  has  made  overall  significant  progress 
with  respect  to  the  following,  and  it  lists  human  rights  and  hu- 
mane treatment  of  prisoners,  protecting  Tibet's  distinctive  religious 
heritage,  permitting  international  radio  and  television  broadcasts 
into  China,  which  is  so  terribly  important,  but  there  is  no  teeth  in 
any  of  that  at  all.  When  you  go  past  immigration  where  there  is 
a  law,  as  Mrs.  Pelosi  has  pointed  out,  and  the  prison  labor  which 
she  is  pointing  out,  then  you  get  down  to  the  final  section  3,  and 
It  says  that  the  Secretary— now  this  is  the  Secretary  of  State— the 
Secretary  shall  pursue  resolutely  all  legislative  and  Executive  ac- 
tions to  ensure  that  China  abides  by  its  commitments  to  follow  fair 
nondiscriminatory  trade  practices  in  dealing  with  U.S.  businesses' 
And  it  goes  on  to  talk  then  about  foreign  policy  issues,  but  it  is  our 
job  m  this  Congress  to  deal  with  trade  issues. 

I  mean,  that  is  what  we  are  here  for,  and  when  you  look  at  the 

P^o^rSu  ^^^^°^  ,  ^^^  ^^^^®  ^^^"^  ^^  China,  what  is  the  reason  for 
It.'  1  hey  aren  t  going  to  listen  to  us  unless  we  do  something  that 
IS  going  to  bring  them  to  the  table. 

I  recall  leading  a  task  force  to  Vietnam  when  I  had  to  sit  down 
across  the  table  from  the  Communists  and  literally  plead  and  beg 
with  them  to  give  us  back  the  remains  of  fallen  soldiers.  I  never 
thought  I  would  ever  do  that.  I  wouldn't  beg  them  ever.  But  I  had 
to  do  It.  You  know,  they  were  bargaining,  they  were  using  that  as 
a  bargaining  tool  to  open  up  relations  with  this  country.  This  is  the 
type  of  people  that  you  are  dealing  with,  whether  it  is  in  Vietnam 
or  whether  it  is  m  Beijing,  and  the  only  way  you  are  going  to  get 
their  attention  is  to,  again,  cut  it  off  and  then  make  them  sit  down 
Ihey  will  smile  and  they  will  begin  to  negotiate  and  we  will  make 
progress  on  all  of  these  issues,  whether  they  be  human  rights  or 

Mr.  Sundquist.  I  would  be  glad  to  yield  to  my  friend 
Mr.  Matsui.  Thank  you.  I  just  want  to  make  sure  that  I  under- 
stand this  correctly,  and  the  gentleman  need  not  respond.  Under 
section  3  It  says  the  Secretary  and  other  appropriate  officials  of  the 
United  States.  I  am  assuming  that  means  the  U.S.  Trade  Rep- 
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resentative  and  others,  so  there  will  be  a  focus  on  the  trade  issue 
and  the  trade  imbalance.  I  just  wanted  to  mention  that  to  the  gen- 
tleman from  New  York  because  I  do  know  the  USTR  will  be  testify- 
ing as  well. 

Mr.  Solomon.  The  gentleman  is  correct. 

Mr.  Matsui.  That  is  a  clarification. 

Mr.  SUNDQUIST.  I  thank  the  gentleman  for  making  that  point. 
Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  All  right.  Before  we  go  to  Mr.  Coyne,  you 
brought  up  something  that  I  think  we  should  comment  on.  Tomor- 
row at  9  a.m.  in  H-137  over  in  the  Capitol,  we  are  going  to  hear 
from  the  administration  on  their  policy  concerning  Japan.  It  will  be 
an  important  meeting,  and  I  hope  all  the  members  can  attend. 

Mr.  Coyne. 

Mr.  Coyne.  I  have  no  questions. 

Chairman  Gibbons.  All  right.  Mr.  Payne. 

Mr.  Payne.  I  have  no  questions,  but  I  did  want  to  thank  my  col- 
leagues for  testifying  today  and  also  for  the  leadership  role  that 
you  played  on  this  issue  in  the  past  and  continue  to  play  and  for 
that  I  think  we  are  all  very  grateful.  Thank  you. 

Ms.  Pelosi.  Thank  you,  Mr.  Payne. 

Chairman  Gibbons.  Mrs.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman.  I  was  interested  to 
hear  Congresswoman  Pelosi's  support  of  the  administration's  action 
and  particularly  the  details  of  that.  I  thank  you  for  that.  I  think 
probably  we  are  all  in  agreement  that  China  is  in  a  period  of  enor- 
mous change,  and  on  the  verge  of  experiencing  a  shift  in  leadership 
of  a  generational  nature.  I  think  it  is  important  to  respect  the  proc- 
ess of  change  in  other  societies,  and  I  am  concerned  about  the  ef- 
fect of  MFN  withdrawal  on  south  China  because  that  is  where  the 
change  is  most  advanced.  That  is  where  not  only  the  economic 
change  is  most  advanced,  but  the  political  change  is  most  ad- 
vanced, and  they  would  be  hardest  nit  by  a  withdrawal  of  MFN 
from  China. 

Since  change  has  to  ultimately  occur  from  within  and  can  only 
be  fostered  and  supported  from  without,  I  think  it  is  a  very  serious 
matter  for  the  United  States  to  take  an  action  that  would  discour- 
age the  very  changes  that  are  moving  in  the  direction  that  we 
want,  and  I  think  the  economic  activity  in  the  south  is  supporting 
a  level  of  individual  activity  that  while  economic  in  nature  is  the 
foundation  on  which  the  understanding  of  individual  freedom  is  de- 
veloped. I  think  those  developments  are  very  important  and  the 
negative  impact  that  MFN  would  have  on  those  developments 
would  have  serious  consequences  for  us  in  the  long  run,  and  there- 
fore I  am  surprised  that  vou  would  support  at  this  time  as  drastic 
an  action  as  the  denial  of  MFN  for  China  in  spite  of  your  excellent 
testimony  itemizing  the  real  problems  between  the  United  States 
and  China.  If  you  would  like  to  comment  on  that.  Congressman 
Solomon. 

Mr.  Solomon.  Let  me  yield  to  my  good  friend. 

Ms.  Pelosi.  I  will  just  briefly  say  that  I  believe  that  is  why  we 
shaped  our  legislation  to  say  that  the  revocation  of  MFN  would  be 
on  products  made  by  State-run  industries  and  would  not  affect  pri- 
vate  initiatives   particularly   in   the   provinces   that  you   mention 
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where  there  is  entrepreneurship  and  private  initiative  and  joint 
ventures  creating  much  of  the  growth,  so  I  believe  that  the  initia- 
tive IS  positive  in  that  respect  and  that  it  is  discerning  about  where 
the  MFN  would  be  lifted,  but  I  have  every  confidence  that  the  Chi- 
nese will  comply  with  this  because  Mr.  Sundquist  brought  a  ques- 
tion. He  said  why  not  the  other  countries?  We  shouldn't  have  a 
trade  imbalance  with  any  country,  but  when  we  have  one  with  a 
country  where  we  must  request  a  special  waiver  to  give  MFN  and 
when  that  country  has  $50  billion  trade  surplus  since  Tiananmen 
Square,  probably  $20  billion  this  year,  then  we  have  leverage,  then 
we  have  opportunity,  and  that  is  what  makes  this  a  distinct,  dif- 
ferent situation.  And  to  respond  to  your  comments  about  change 
within  China,  I  will  just  read  this  from  Fang  Lizhi. 

I  would  like  to  dispute  the  notion  that  economic  development  will  automatically 
lead  to  a  Democratic  society.  In  China,  the  release  of  market  forces  has  indeed  led 
to  economic  growth.  We  should,  of  course,  welcome  the  growth.  But  it  goes  too  far 
to  say  that  economic  development  alone  will  inevitably  lead  to  democracy  The  Com- 
munist authorities  clearly  like  this  theory  because  they  can  use  it  to  cover  up  their 
record  of  human  rights  violations. 

It  would  be  wonderful  if  democracy  would  automatically  grow  out 
of  economic  development,  but  there  are  no  such  guarantees.  What 
there  is  a  guarantee  of  is,  while  the  Chinese  Government  may  not 
like  democracy  and  they  may  not  like  capitalism,  they  love  money 
and  they  are  not  going  to  walk  away  from  a  $20  billion  trade  sur- 
plus and  the  capital  that  that  gives  them  in  order  for  them  to  con- 
solidate their  power  within  China. 

Mrs  Johnson.  There  certainly  are  no  guarantees  that  democracy 
will  follow  the  development  of  a  market  economy,  but  our  experi- 
ence certainly  indicates  that  moving  toward  a  market  economy  ulti- 
mately does  change  the  form  of  government  over  time  toward  a 
government  in  which  there  is  more  individual  participation.  The 
problem  is  time.  Of  course,  it  doesn't  happen  overnight,  and  if  we 
cut  off  that  development  or  weaken  that  development,  we  only 
delay  the  change  in  the  political  system,  and  to  do  that  at  a  time 
when  there  is  about  to  be  a  leadership  shift,  bringing  in  far  young- 
er people  with  a  different  outlook,  seems  to  me  destructive  of 
achieving  the  very  human  rights  goals  that  we  want. 

Furthermore,  I  certainly  would  question  that  China  is  being 
forced  to  bargain  with  us.  China's  economy  is  growing  at  an  annual 
rate  of  13  percent.  Their  Government  is  trying  to  tamp  down  their 
economic  growth  to  8  percent.  America  is  growing  at  a  half  percent 
or  1  percent,  and  Europe  isn't  growing  at  all,  so  there  are  so  many 
companies  anxious  to  do  business  in  China  that  there  is  absolutely 
no  reason  to  believe  that  they  won't  just  turn  to  Rolls  Royce  jet  en- 
gines instead  of  American-made  engines  and  other  aerospace  equip- 
ment, that  they  won't  just  turn  to  other  things.  Getting  into  our 
market  is  nice,  but  it  can  go  by  roundabout  ways,  and,  anyway 
how  long  over  how  much  time  would  we  really  adhere  to  that? 

So  I  think  we  exaggerate  the  threat  involved  and  in  a  sense  de- 
mean the  Chinese'  own  process  of  change  by  forcing  it  to  be  on  our 
terms.  I  think  to  say  that  we  won't  affect  free  enterprise  because 
It  would  only  apply  if  we  did  it  by  legislation— the  differentiation 
between  state-owned  and  non -state-owned  businesses  is  not  in  the 
Executive  order  as  I  understand  it. 
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I  think  that  is  in  itself  a  very  controversial  issue.  There  have 
been  some  very  good  articles  on  how  difficult  it  would  be  to  dif- 
ferentiate between  State-owned  and  non-State-owned,  but  since 
that  isn't  the  issue  here  this  mornine  because  that  is  not  part  of 
the  President's  Executive  order,  you  Know  there  is  no  need  to  go 
into  that,  but  I  believe  it  would  be  very  significant  action  for  Amer- 
ica to  be  the  only  nation  in  the  world  to  deal — ^to  withdraw  MFN 
status  from  China  and  for  our  companies  to  be  unable  to  capture 
those  initial  contracts  which  over  decades  bring  on  very  significant 
follow-on  business.  And  you  know  as  well  as  I  do,  in  complicated 
technological  areas,  if  you  get  the  first  contract  you  more  than  like- 
ly get  the  second,  third,  and  fourth,  and  countries  aren't  likely  to 
switch  midstream  or  complicate  their  sourcing  problems  by  having 
a  great  variety  of  competing  technology.  I  think  this  is  a  very  im- 
portant time  TOT  China,  a  very  important  time  for  us,  and  we  have 
lots  of  tools  in  current  law  to  deal  with  both  economic,  political, 
and  other  problems,  the  list  of  which  is  formidable  between  our  na- 
tions. 

Thank  you,  Mr.  Chairman. 

Mr.  Solomon.  Mr.  Chairman,  if  I  might  respond,  I  have  not  had 
that  opportunity,  and  I  would  just  say  to  the  gentlelady  from  Con- 
necticut, whom  I  have  great  respect  for,  if  you  really  want  to 
change  the  leadership  in  China  today,  then  you  want  to  revoke 
MFN  status  because  that  would  do  more  to  bring  about  change  in 
China  thsin  anything  else  we  could  do. 

Nancy,  you  use  terms  like  "exaggerating  the  threat"  that  is 
there,  and  you  talked  about  change  can't  happen  overnight.  You 
know,  to  me,  human  rights  is  so  terribly,  terribly  important.  No 
human  being  should  ever  be  subjugated  to  a  lifetime  of  living 
under  the  tentacles  of  communism  which  just  has  no  understano- 
ing  of  human  rights  at  all,  and  to  say  that  we  can  move  slowly  and 
maybe  over  a  period  of  several  generations  that  we  can  bring  about 
change  is  wrong. 

Let  me  point  out  something  that  happened  in  1980.  You  know, 
in  1980  Ronald  Reagan  called  the  Soviet  Union  an  evil  empire,  and 
we  did  not  give  them  MFN.  Now,  we  played  hard  ball  with  the  So- 
viet Union,  and  at  the  same  time  we  gave  China  MFN  all  during 
the  1980s.  Now  what  happened?  The  wall  came  tumbling  down, 
communism  is  no  more  in  the  former  Soviet  Union,  and  we  made 
progress,  and  that  means  that  another  generation  of  peoples  living 
behind  that  former  Iron  Curtain  no  longer  are  subjugated  to  that 
kind  of  life.  If  we  were  to  suspend  MFN  for  China  today,  there  is 
absolutely  no  question  that  the  uproar  within  China  would  be  such 
that  you  would  have  new  leadership  there  within  a  period  of  a 
very,  very  short  time,  so  it  is  a  question  of  how  long  we  will  wait. 
Can  we  go  at  a  snail's  pace? 

I  have  been  waiting  now  for  15  years,  and  really  no  significant 
progress  has  been  made.  You  ask  the  people  that  are  still  sub- 
jugated to  that  kind  of  life. 

Mrs.  Johnson.  You  know,  Gerry,  I  have  enormous  respect  for  the 
acuity  of  your  mind  and  the  depth  of  your  concern  and  your  knowl- 
edge in  tnis  area,  but  in  terms  of  human  rights,  I  would  remind 
you  that  this  country  is  only  slightly  over  200  years  old,  and  the 
first  150  of  those  years  women  did  not  have  the  right  to  vote,  so 
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human  rights  takes  time.  I  hope  it  won't  take  that  long  in  China, 
and  I  don  t  beheve  it  will  because  with  the  kind  of  communication 
network  that  now  wraps  the  globe  and  the  constant  contact  with 
foreigners  that  China's  growth  is  going  to  bring  and  has  brought, 
I  think  the  pace  of  change  in  today's  world  will  be  far  more  rapid 
than  the  pace  of  change  in  the  past,  but  this  Nation  had  a  hard 
time  recognizing  that  people  of  a  different  skin  color  also  have 
rights.  Then  they  had  a  hard  time  recognizing  that  people  of  a  dif- 
ferent sex  have  rights,  so  human  rights  change  is  tough,  and  it  has 
to  come  from  inside.  It  can't  be  imposed,  and  even  if  we  impose 
agreements,  those  agp'eements  won't  work  unless  people  change. 
Pmd  just  on  that  issue,  one  of  the  things  I  think  we  have  at  sta^e 
here  is  the  implementation  of  the  intellectual  property  rights 
agreement  that  the  last  administration  in  its  waning  days  did  get 
China  to  sign,  and  in  my  district  the  issue  of  copycat  product  is 
very  important.  If  we  cut  off  relationships  with  them  there  is  no 
reason  they  need  to  go  ahead  with  that  and  no  reason  they  can't 
pirate  our  designs  ana  sell  them  all  over  the  world.  So  America  has 
a  lot  to  gain  from  trade  with  China  and  developing  our  relationship 
with  China.  We  have  a  lot  to  g^ve  to  China  in  terms  of  supporting 
the  evolution  of  a  far  better  governance  policy  with  gn'eater  rights 
and  opportunities  for  its  citizens. 

We  aren't  going  to  solve  this  here  today,  but  I  do  think  that  it 
is  important  to  recognize  that  there  is  not  so  much  difference  be- 
tween us  as  to  what  the  problems  are  with  China  or  even  so  much 
difference  between  us  as  to  how  much  change  there  is  going  on  in 
China.  There  is  a  difference  as  to  how  you  leverage  continued 
change  and  whose  interests  you  serve  when  you  do  that.  I  think 
we  serve  both  China  and  United  States  interests  when  we  leverage 
change  by  using  the  many  laws  at  our  disposal  and  a  mix  of  pa- 
tience and  leadership  that  the  Executive  order  enables  us  to  utilize. 
Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  Thank  you.  Mr.  Hoagland. 

Mr.  Hoagland.  Well,  I  appreciate  being  recognized,  Mr.  Chair- 
man. Let  me  say  at  the  outset  that  being  new  to  this  subject,  I 
think  I  would  like  to  associate  myself  with  the  comments  of  Mrs. 
Johnson  and  with  the  leadership  of  Mrs.  Pelosi  and  the  approach 
that  Mrs.  Pelosi  is  taking. 

You  know,  Mr.  Solomon,  I  just  don't  see  a  lot  of  evidence  that 
ejecting  countries  from  the  community  of  nations  does  any  real 
good  or  that  isolation  really  in  the  long  run  helps.  I  visited  with 
a  constituent  from  Omaha  about  3  days  ago  who  just  returned  from 
Cuba  armed  with  photogpraphs  and  deploring  the  poverty  levels  in 
Cuba  right  now.  I  mean,  surely  our  ejecting  Cuba  from  the  family 
of  nations  since  the  early  1960s  has  not  to  date  at  least  advanced 
our  interests  in  promoting  democracy  there. 

In  the  Post  yesterday  there  was  a  lengthy  article  about  how  Sad- 
dam Hussein  is  now  even  extending  his  power  over  his  people  by 
keeping  them  so  underfed.  He  is  building  grandiose  new  bridges 
now  to  replace  those  that  were  destroyed  while  he  lets  his  people 
suffer,  and,  if  anything,  is  only  gaining  power  there. 

It  seems  to  me  that  trade  sanctions  are  really  a  limited  way  to 
force  change  on  a  country.  I  don't  know  what  our  attitude  would 
be  if  the  Chinese  came  to  us  and  said  they  were  going  to  cut  their 
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trade  with  us  unless  each  of  the  States  in  America  abolished  cap- 
ital punishment,  for  instance.  I  don't  think  that  it  would  really  af- 
fect the  policies  in  our  country  particularly,  if  nations  came  to  us 
with  that  sort  of  a  message.  So  I  guess,  I  think  the  middle  ground 
that  Mrs.  Pelosi  and  the  President  are  charting  really  make  sense. 
Continue  relations,  use  what  strength  we  have  to  cause  change  to 
the  degree  we  can  without  expecting  that  it  is  going  to  accomplish 
very  much. 

You  talked  about  bringing  the  Chinese  to  the  table.  You  know, 
returning  human  remains  is  one  thing.  I  can  see  why  they  would 
be  willing  to  negotiate  over  that,  but  negotiating  over  larger  issues 
of  civil  rights  and  social  policy  that  would  bring  about  major 
change  in  the  country,  I  just  don't  think  that  the  trade  sanctions 
have  that  kind  of  an  effect  and  that  we  do  better  to  maintain  ties 
and  take  the  long  range  approach  that  Mrs.  Johnson  outlines,  pro- 
mote democracy  in  thousands  and  thousands  of  small  indirect  ways 
that  we  can  when  we  have  many,  many  trading  relationships.  But 
I  just  don't  see  that  there  is  any  real  advantage  to  trying  to  act 
tough  or  trying  to  cut  off  trade  and  trying  to  coerce  fundamental 
societal  behavioral  changes  in  that  fashion.  I  am  interested  in  your 
comments. 

Mr.  Solomon.  If  the  gentleman  would  yield,  I  would  just  like  to 
make  it  clear  that  I  am  not  advocating  trade  sanctions  on  anybo(h^ 
as  far  as  the  People's  Republic  of  China  is  concerned.  I  am  not  ad- 
vocating trade  sanctions  like  we  have  on  Iraq,  like  we  have  on  Ser- 
bia, like  we  have  on  Cuba.  I  am  simply  saying  that  we  should  not 
be  giving  them  most  "favored"  nation  treatment  status.  All  that 
means  is  that  we  are  making  them  a  normal  situation  and  let's  put 
an  8-percent  tax  on  their  goods  coming  into  this  country.  That  is 
an  equalizer,  and  there  is  nothing  wrong  with  that.  That  is  a  level 
plajdng  field. 

I  just  wanted  to  point  out  that  I  am  not  advocating  trade  sanc- 
tions at  all.  I  am  simply  saying  we  should  not  give  them  favorable 
treatment  when  they  are  unfair  to  us.  Thank  you. 

Mr.  HOAGLAND.  When  we  talk  in  terms  of  applying  trade  sanc- 
tions, though,  Mr.  Solomon,  how  do  we  draw  the  line  between  au- 
thentically attempting  to  change  conduct  the  way  you  would  like 
to  and  allowing  civil  rights  issues  to  be  a  cover  for  protectionist 
trade  policies  to  protect  certain  industries  in  America  that  we 
might  individually  like  to  see  protected? 

Mr.  Solomon.  Well,  I  think  the  unemployed  glove  worker,  a 
woman  with  four  children  with  no  husband  at  this  point  could  an- 
swer that  question  for  you. 

Mr.  HoAGLAND.  Well,  I  think 

Mr.  Solomon.  She  would  like  to  see  MFN  revoked. 

Mr.  HOAGLAND.  Exactly.  For  different  reasons,  though.  I  think  it 
is  important  to  get  that  issue  on  the  table  so  we  can  separate  out 
the  reasons  for  and  against  strictly  protectionist  trade  policies  and 
for  and  against  attempting  to  change  behavior  in  China. 

Mrs.  Pelosi,  I,  too  want  to  congratulate  you  for  your  leadership 
on  this  issue.  If  you  have  any  comments  I  would  be  happy  to  yield. 

Ms.  Pelosi.  Mr.  Hoagland,  although  Mr.  Solomon  and  I  disagree 
on  the  tactic  that  we  should  be  using  in  order  to  implement  MFN, 
conditional  MFN  or  revocation  of  MFN,  I  think  we  both  agree  that 
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the  trade  deficit  that  we  suffer  with  China  is  a  disservice  to  the 
Americ^  worker.  If  that  trade  deficit  just  sprang  from  competitive- 
ness and  the  marketplace,  they  were  more  productive  or  their  prod- 
ucts were  better,  then  that  is  the  marketplace,  and  that  is  about 
free  trade.  But  because  so  much  of  that  deficit  results  from  barriers 
to  U.S.  products  going  into  China,  I  believe  it  is  very  important  for 
us  to  address  it  because  that  is  very,  very  unfair  to  the  American 
worker.  So  I  don't  call  that  protectionism.  It  is  protectionism  on  the 
part  of  the  Chinese,  and  not  on  the  part  of— now  the  Chinese  as 
I  said  earher,  they  need  American  money,  and  so  I  believe  that 
gives  us  leverage. 

They  also  want  to  buy  American  technology.  It  is  very,  very  im- 
portant. American  technology  is  very,  very  important  to  them.  It  is 
not  something  they  can  go  get  someplace  else.  Some  things  they 
can,  but  why  should  we  just  regard  a  relationship  as  not  having 
a  problem  if  they  buy  $7  billion,  $6  to  $7  billion  from  us  and  we 
buy  $25  billion  from  them  and  U.S.  products  cannot  get— many 
U.S  products  cannot  get  into  China,  so  that  is  one  element,  and 
1  believe  that  the  President  in  the  Executive  order  in  talking  about 
the  fair  implementation  of  our  own  laws  and  trade  agreements  hits 
that  point  very  well. 

In  terms  of  using  our  leverage  for  human  rights,  I  believe  that 
the  United  States  is  a  very  special  country.  We  are  leaders.  In  an- 
swer to  your  question  about,  what  about  other  countries?  We  are 
li^  J  r  i1"  country  was  founded  on  principles  that  other  countries 

chd  follow,  and  once  again  I  think  we  have  to  make  it  important 
that  we  don  t  stand  up  for  human  rights  only  for  small  countries 
that  we  don  t  have  an  economic  interest  in,  but  if  you  are  a  large 
company  and  business  wants  access  to  your  cheap  labor  and  poten- 
tial access  to  your  markets  for  products,  by  the  way,  made  in 
Uhina.  Chinese  are  very  clever.  It  is  not  our  products  that  are 
being  sold  there,  it  is  products  made  by  U.S.  companies  in  China 
Ihen  we  look  the  other  way  when  it  comes  to  human  rights  I 
J  ^4^®  T  ^®  ^  ^  consistent,  and  in  relation  to  your  statements 
and  Mrs.  Johnson  s  statements  about  what  is  going  on  in  China 
I  think  if  you  looked  at  China  you  could  make  several  different 
cases.  You  can  see  evidence  for  anything  you  want.  You  can  see 
economic  growth  and  some  change  that  goes  with  it.  You  can  also 
see  the  continuation  of  very  repressive  practices  in  regard  to  the 
Chinese  Government  in  relationship  to  their  people  and  their 
gulags  and  prison  labor,  et  cetera,  and  I  believe  that  you  also  will 
see  a  commitment  to  calling  peaceful  evolution  an  evil,  peaceful 
evolution  being  that  practice  where  economic  change  could  lead  to 
political  change.  It  can,  if  you  let  it,  but  it  might  not  if  you  tighten 
the  political  system  as  you  loosen  the  economic  system,  and  I  think 
it  you  looked  at  China  you  will  see  that. 

I  think  it  is  our  responsibility  to  shine  the  bright  light  of  our  de- 
mocracy m  our  country  on  China.  I  believe  we  have  opportunity  be- 
cause we  have  a  deficit,  and  we  can  use  that  leverage  to  make 
change.  A  Democratic— a  country  which  respects  the  rights  of  its 
people  IS  a  better  ally  in  the  long  run,  and  I  believe  that  makes 
the  world  a  safer  place,  so  I  do  believe  that  we  can  use  the  lever- 
age. 
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I  disagree  with  Mr.  Solomon  in  revocation  now.  I  believe  that  we 
should  in  fairness  to  the  Chinese  let  them — Chinese  Government 
let  them  know  what  our  conditions  are,  what  our  compromise  is, 
what  we  all  can  support,  and  then  in  one  year  make  an  evaluation, 
reasonable,  achievable  conditions  in  a  12-month  period.  So  with 
that  I  thank  you  again  for  giving  me  the  opportunity  to  express  my 
views  on  this  subject. 

Mr.  HOAGLAND.  Clearly  the  greatest  number  of  contacts  that  we 
can  maintain  with  China  across  the  board,  the  greatest  influence 
our  values  and  society  will  have  on  theirs,  don't  you  think? 

Ms.  Pelosi.  I  appreciate  that,  Mr.  Hoagland. 

Chairman  Gibbons.  This  has  been  a  very  stimulating  discussion, 
and  I  thank  all  of  you  for  all  the  time  and  the  talents  that  you 
have  devoted  to  it. 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman.  Thank  you  for  your  ad- 
vice and  counsel  and  leadership  on  this  issue  as  well,  and  to  Mr. 
Rostenkowski,  chair  of  the  full  committee. 

Mr.  Solomon.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Gibbons.  Yes,  sir.  Let's  now  hear  from  Mr.  Winston 
Lord,  Assistant  Secretary  of  State  for  East  Asian  Affairs,  and  from 
Charlene  Barshefsky,  the  Deputy  U.S.  Trade  Representative. 

Let  me  make  an  administrative  announcement  here.  If  it  is 
agreeable  with  the  members  of  the  committee,  I  thought  we  would 
try  to  meet  until  about  12  or  12:30  and  then  take  a  break  for  lunch 
and  come  back  because  this  could  be  a  very  long  day.  We  probably 
need  a  little  nourishment  along  the  way.  Is  that  agreeable?  We  will 
shoot  for  around  12:30,  then.  1  can't  tell  the  witnesses  whether  we 
get  to  you  this  morning  or  this  afternoon,  but  we  will  get  to  you 
as  fast  as  we  can. 

Mr.  Secretary,  why  don't  you  proceed  first. 

STATEMENT  OF  HON.  WINSTON  LORD,  ASSISTANT  SECRETARY 
FOR  EAST  ASIAN  AND  PACIFIC  AFFAIRS,  U.S.  DEPARTMENT 
OF  STATE 

Mr.  Lord.  Thank  you,  Mr.  Chairman,  and  members  of  this  sub- 
committee. With  your  permission  I  will  read  some  excerpts  from 
my  written  statement.  I  would  like  to  submit  the  entire  statement 
for  the  record  if  that  is  agreeable. 

Chairman  Gibbons.  Certainly.  , 

Mr.  Lord.  Let  me  first  start  by  expressing  my  respect  for  the 
previous  witnesses.  I  disagree  with  the  tactical  approaches  of  Con- 
gressmen Stark  and  Solomon,  but  I  profoundly  respect  their  mo- 
tives and  their  depth  of  concern.  I  would  like  to  pay  special  tribute 
to  Congresswoman  Pelosi,  who  has  played  such  a  leading  role  on 
this  issue  and  has  been  extremely  helpful,  and  I  must  say  has  ar- 
ticulated the  rationale  and  defense  of  the  administration's  position 
so  effectively  there  is  hardly  need  for  this  panel  to  follow  on. 

I  would  also  like  to  thank  this  committee,  the  chairman  and  Mr. 
Rostenkowski,  who  is  not  here,  and  other  members  of  the  commit- 
tee, who  I  have  been  discussing  this  issue  with,  and  we  have  lis- 
tened very  closely  to  your  concerns  and  tried  to  reflect  them  in  the 
administration's  approach. 

On  May  28,  1993,  President  Clinton  signed  a  historic  Executive 
order  which  renewed  China's  MFN  status  for  1  year  with  human 
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rights  conditions.  After  years  of  sharp  disagreement,  the  United 
States  can  now  speak  with  one  voice  on  dealing  with  China.  Con- 
gressional leaders  of  varying  viewpoints,  human  rights  and  busi- 
ness representatives,  and  Cninese  student  leaders  attending  the 
siting  ceremony  demonstrated  the  breadth  of  support  for  the  ad- 
mmistration's  approach,  which  seeks  to  balance  key  U.S.  goals 
while  firmly  promoting  human  rights  and  democracy.  The  Presi- 
dent's decision  has  received  broad  approval  in  this  country  and 
abroad,  and  I  must  say  the  phalanx  of  support  at  the  signing  cere- 
mony, encompassing  a  broad  spectrum  of  leading  democracy  activ- 
ists, Senators  and  Congressmen  of  varying  views  and  business  rep- 
resentatives was  really  very  heartening  indeed. 

This  was  not  an  easy  task  to  come  to  this  conclusion.  People  of 
good  will  disagreed  on  the  best  means  to  remain  engaged  with 
China  while  pressing  Beijing  for  responsible  behavior  in  core  areas 
of  concern.  We  have  seen  that  debate  here  again  this  morning. 
Some  would  revoke  MFN  status  now.  Some  would  impose  very 
wide  ranging  conditions  for  future  extension.  Some  believe  that 
China  is  inexorably  moving  toward  political  openness  and  we 
should  focus  on  other  issues.  Some  remain  very  critical  of  Beijing, 
but  believe  that  trade  legislation  is  an  inappropriate  instrument  for 
leverage.  And  everyone  has  a  different  ordering  of  priorities  among 
human  rights,  economic  interests,  nonproliferation,  and  Chinese  co- 
operation on  international  issues. 

Only  after  extensive  consultations  with  the  Congress,  human 
rights  organizations,  business  interests,  and  others  did  the  Presi- 
dent decide  on  the  approach  defined  in  his  Executive  order.  Such 
consultations  will  continue  to  be  a  hallmark  of  this  administra- 
tion's China  policy. 

The  President  also  reached  his  decision  after  intensive  and  quiet 
dialog  with  the  Chinese  on  areas  of  major  interest,  including  trade, 
nonproliferation,  and  human  rights.  We  sought  to  make  the  maxi- 
mum possible  progress  at  the  outset  of  this  administration  before 
deciding  with  the  Congress  on  the  optimum  course  of  action  with 
respect  to  China's  trade  status. 

Accordingly,  for  more  than  3  months  we  have  been  setting  forth 
our  concerns  and  urging  Chinese  movement.  My  statement  indi- 
cates how  we  have  gone  about  doing  this,  Mr.  Chairman.  The 
progress  to  date  has  not  been  dramatic,  but  it  is  not  inconsequen- 
tial, and,  again,  my  statement  lists  some  of  the  steps  that  the  Chi- 
nese have  been  taking  since  the  outset  of  this  administration.  The 
President's  report  to  Congress  accompanjdng  his  Executive  order 
gives  a  full  survey  of  Chinese  progress  and  lack  of  it  on  key  issues. 

Such  actions,  together  with  balancing  our  various  interests,  led 
the  President  to  recommend  extension  of  MFN  status  for  another 
year.  But  these  actions  clearly  were  insufficient  to  meet  our  basic 
concerns  or  the  President's  past  commitments.  And  thus  he  de- 
cided, through  Executive  order,  to  invoke  human  rights  conditions 
while  pledging  to  pursue  other  issues  diligently  with  the  other  in- 
struments available  to  us. 

China  is  an  influential  member  of  the  international  order.  My 
statement  outlines  the  various  key  roles  that  it  plays  on  regional 
and  global  issues.  In  recent  years  China  has  opened  up  to  the 
world,  moved  toward  a  market  economy,  and  enjoyed  the  fastest 
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growth  rate  in  the  world.  Together  with  the  greater  Chinese  com- 
munities of  Taiwan  and  Hong  Kong,  it  has  become  one  of  the  most 
promising  areas  for  investment  and  trade. 

At  the  same  time,  its  leaders  cling  to  an  outdated  authoritarian 
system.  Serious  abuses  persist.  While  Beiiing  releases  some  promi- 
nent activists,  usually  toward  the  end  of  their  jail  sentences,  it  con- 
tinues to  arrest  others.  Hundreds  if  not  thousands  of  Chinese  citi- 
zens languish  in  prison  merely  for  their  peaceful  expression  of  po- 
litical views.  Tibetans  and  other  minorities  face  serious  challenges 
to  their  religions  and  cultures.  There  are  many  other  abuses  listed 
in  the  Department's  human  rights  report  and  in  many  other  re- 
ports. 

The  Chinese  leaders  are  gambling  that  open  economics  and 
closed  politics  will  preserve  their  system  of  control.  It  is  a  gamble 
that  sooner  or  later  will  be  lost.  Economic  reform  produces  and  re- 
quires political  reform.  In  today's  world,  nations  cannot  prosper  for 
long  without  opening  up  their  societies.  Technology  and  informa- 
tion, the  forces  of  modernization,  and  global  democratic  trends  have 
been  eroding  communism  and  totalitarianism  across  the  globe. 

All  of  the  Asian  models  of  economic  success  toward  which  China 
looks — many  of  them  Chinese  societies — ^have  shown  that  political 
relaxation,  tolerance  of  opposition,  a  freer  press,  the  rule  of  law, 
and  other  democratic  elements  are  inescapably  linked  with  eco- 
nomic development. 

In  encouraging  human  rights  and  democracy,  we  are  not  singling 
out  China.  The  Clinton  administration  seeks  these  ^oals  world- 
wide. This  policy  will  be  promoted  in  the  upcoming  United  Nations 
conference  in  Vienna,  and  it  will  be  reflected  in  the  establishment 
of  a  Radio  Free  Asia. 

Our  policy  challenge  with  China,  therefore,  is  to  reconcile  our 
need  to  deal  with  this  important  nation  with  our  imperative  to  pro- 
mote international  values,  not  just  American,  international  values. 
We  will  seek  cooperation  with  China  on  a  range  of  issues.  But 
Americans  cannot  forget  Tiananmen  Square. 

Despite  that  tragedy,  the  process  of  change  continues  in  China. 
The  erosion  of  Marxist-Leninist  orthodoxy  in  the  last  decade  has 
unleashed  the  talents  of  the  Chinese  people.  We  can  see  the  results 
today  in  the  dynamic  Chinese  economy.  Then  I  go  on  to  explain  our 
interest  in  this  economy,  the  fact  that  China  is  already  an  impor- 
tant market  for  U.S.  goods  and  may  become  even  more  significant, 
and  I  give  some  figures,  and  my  colleague  from  USTR  can  expand 
on  this  area  in  particular. 

The  American  business  community  has  been  effectively  express- 
ing its  views  to  the  executive  and  legislative  branches  on  the  issue 
of  MFN.  This  is  entirely  appropriate.  We  hope,  however,  that  it  will 
also  express  to  the  Chinese  the  profound  concerns  that  Americans 
share  on  humanitarian  and  other  issues. 

The  Chinese  Government  cannot  expect  to  enjoy  the  full  fruits  of 
membership  in  the  international  community  unless  it  abides  by 
universally  recognized  standards  regarding  treatment  of  its  citi- 
zens' global  commerce,  and  the  transfer  of  weapons  of  mass  de- 
struction and  sensitive  technology.  It  is  especially  important  that 
China  do  this  now  while  its  institutional  reforms  and  policies  are 
still  taking  shape.  The  President's  conditional  renewal  of  China's 
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MFN  status  recognizes  Beijing's  need  for  access  to  our  market  as 
an  incentive  for  improved  human  rights  conditions. 

We  beheve  that  the  conditions  set  out  in  the  Executive  order  are 
firm  and  credible.  We  also  believe  they  are  achievable  in  the  com- 
ing year.  We  hope  the  Chinese  Government  will  take  significant 
steps  in  the  human  rights  area  which  will  permit  the  President 
next  year  to  renew  the  MFN  status  for  China  in  a  positive  fashion, 
but  the  President  is  prepared  to  revoke  that  status  if  satisfactory 
progress  does  not  occur. 

While  conditioning  renewal  on  human  rights,  the  President's  Ex- 
ecutive order  directs  the  administration  vigorously  to  use  existing 
legislation  £ind  executive  authority  to  insure  Chmese  compliance 
with  agreements  on  fair  trade  practices  and  nonproliferation.  The 
President  believes  existing  statutory  and  policy  resources  offer 
powerful  tools  to  advance  American  goals  in  tnese  areas. 

My  statement  then  goes  on  to  highlight  some  of  our  concerns 
both  in  the  trade  and  the  nonproliferation  area,  the  $20  billion  al- 
most trade  deficit  which  continues  to  grow,  our  various  agreements 
with  China  recently  which  we  intend  to  enforce,  and  again  my  col- 
league from  USTR  can  deal  with  these  issues  in  greater  detail. 

With  respect  to  nonproliferation,  we  welcome  recent  Chinese 
commitments  in  various  areas,  but  we  are  very  concerned  and  we 
are  monitoring  very  closely  its  implementation  of  these  agree- 
ments, and  we  are  particularly  concerned  with  the  reports  of  Chi- 
nese transferral  of  M-11  missiles  to  Pakistan,  and  in  keeping  with 
the  Executive  order,  both  in  the  trade  and  in  the  nonproliferation 
areas,  we  will  use  all  the  instruments  at  our  command  to  make 
progress.  And  with  respect  to  missile  proliferation,  for  example,  we 
will  not  hesitate  to  take  the  actions  required  under  U.S.  missile 
proliferation  law  if  we  determine  that  illegal  transfers  have  oc- 
curred. 

Let  me  emphasize  here,  Mr.  Chairman,  as  I  have  to  the  Chinese 
most  recently  just  a  few  weeks  ago  when  I  traveled  to  Beijing  for 
one  last  effort  to  make  progress  that  in  the  areas  of  trade  and  non- 
proliferation  we  are  not  raising  new  demands.  We  are  merely  ask- 
ing China  to  implement  agreements  to  which  it  has  already  ad- 
hered. We  are  not  asking  for  major  concessions.  We  are  only  insist- 
ing on  faithful  implementation.  The  followthrough  on  agreements 
will  not  only  serve  American  interests.  It  will  serve  Chinese  inter- 
ests as  well  as  buttressing  China's  credibility. 

The  Clinton  administration's  China  policy  looks  beyond  the  an- 
nual debate  on  MFN  and  seeks  to  broaden  the  framework  for  bilat- 
eral ties.  It  defines  an  effective  course  which  will  advance  U.S. 
goals  and  balance  U.S.  interests.  Mindful  of  the  need  to  maintain 
unity  with  the  Congress  on  China,  the  President  has  now  estab- 
lished a  basis  for  using  our  influence  most  effectively  to  encourage 
improved  Chinese  policies.  With  a  collaborative  approach  governing 
our  actions,  we  will  strive  to  resolve  our  serious  differences  with 
Beijing  while  building  on  areas  of  agreement.  We  will  engage  the 
Chinese  in  a  variety  of  ways  to  make  progress  during  the  coming 
year  and  beyond. 

In  conclusion,  Mr.  Chairman,  President  Clinton  would  like  to  re- 
store momentum  in  the  Sino-American  relationship  and  build 
stronger  foundations  for  the  future.  This  will  require  serious  efforts 
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by  Beijing  to  meet  our  core  concerns  and  international  norms.  We 
in  turn  are  prepared  to  listen  to  Chinese  perspectives  cmd  take 
steps  of  our  own. 

In  the  long  run,  sound  United  States-Chinese  relations  are  of 
vital  importance  not  only  for  our  mutual  prosperity  and  welfare  but 
for  international  peace  and  stability.  By  restoring  broad  consensus 
on  China  policy,  President  Clinton  has  placed  America  in  the  best 
possible  position  to  move  toward  these  goals. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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ASSISTANT  SECRETARY  OF  STATE  WINSTON  LORD 

OPENING  STATEMENT 

HOUSE  WAYS  AND  MEANS  COMMITTEE 

INTERNATIONAL  TRADE  SUBCOMMITTEE 

JUNE  8,  1993 

Mr.  Chairman,  members  of  the  Subcommittee, 

On  May  28,  1993  President  Clinton  signed  a  historic 
Executive  Order  which  renewed  China's  MEN  status  for  one  year 
with  human  rights  conditions.   After  years  of  sharp 
disagreement,  the  United  States  can  now  speak  with  one  voice  on 
dealing  with  China.   Congressional  leaders  of  varying 
viewpoints,  human  rights  and  business  representatives,  and 
Chinese  student  leaders  attending  the  signing  ceremony 
demonstrated  the  breadth  of  support  for  the  Administration's 
approach,  which  seeks  to  balance  key  U.S.  goals  while  firmly, 
promoting  human  rights  and  democracy.   The  President's  decision 
has  received  broad  approval  in  this  country  and  abroad. 

This  was  not  an  easy  task.   People  of  good  will  disagreed 
on  the  best  means  to  remain  engaged  with  China  while  pressing 
Beijing  for  responsible  behavior  in  core  areas  of  concern. 
Some  would  revoke  MEN  status  now.   Some  would  impose  very 
wide-ranging  conditions  for  future  extension.   Some  believe 
that  China  is  inexorably  moving  toward  political  openness  and 
we  should  focus  on  other  issues.   Some  remain  very  critical  of 
Beijing  but  believe  that  trade  legislation  is  an  inappropriate 
instrument  for  leverage.   And  everyone  has  a  different  ordering 
of  priorities  among  human  rights,  economic  interests, 
nonproliferation,  and  Chinese  cooperation  on  international 
issues  . 

Only  after  extensive  consultations  with  the  Congress,  human 
rights  organizations,  business  interests,  and  others  did  the 
President  decide  on  the  approach  defined  in  his  Executive 
Order.   Such  consultations  will  continue  to  be  a  hallmark  of 
this  Administration's  China  policy. 

The  President  also  reached  his  decision  after  intensive  and 
quiet  dialogue  with  the  Chinese  on  areas  of  major  interest, 
including  trade,  nonproliferation,  and  human  rights.   We  sought 
to  make  the  maximum  possible  progress  at  the  outset  of  this 
Administration  before  deciding  with  the  Congress  on  the  optimum 
course  of  action  with  respect  to  China's  trade  status. 

Accordingly,  for  more  than  three  months  we  have  been 
setting  forth  our  concerns  and  urging  Chinese  movement.   In 
Washington,  Secretary  Christopher,  Under  Secretary  Tarnoff,  and 
I  have  been 

engaged  with  the  Chinese.   In  Beijing,  Ambassador  Roy  and  his 
team  have  been  meeting  with  a  broad  range  of  Chinese 
officials.   Last  month,  I  travelled  to  Beijing  to  make  one 
final  effort. 
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The  progress  to  c3ate  has  not  been  dramatic,  but  it  is  not 
inconsequential.   It  includes  Beijing's  release  of  prominent 
political  and  religious  figures;  dispatch  of  several  trade 
missions  to  buy  American  products;  the  signing  of  the  Chemical 
Weapons  Convention;  cooperation  on  Americans  missing  in  action; 
and,  after  lengthy  delay,  the  welcoming  of  Peace  Corps 
volunteers.   China  has  also  played  a  constructive  role  on  some 
regional  issues,  notably  including  the  North  Korean  nuclear 
challenge.   The  President's  report  to  Congress,  accompanying 
his  executive  order,  gives  a  full  survey  of  Chinese  progress  -- 
and  lack  of  it  --  on  key  issues. 

Such  actions,  together  with  balancing  our  various 
interests,  led  the  President  to  recommend  extension  of  MFN 
status  for  another  year.   But  they  clearly  were  insufficient  to 
meet  our  basic  concerns  or  the  President's  past  commitments. 
And  thus  he  decided,  through  executive  order,  to  invoke  human 
rights  conditions  while  pledging  to  pursue  other  issues 
diligently  with  the  other  instruments  available  to  us. 

China  is  an  influential  member  of  the  international  order. 
More  than  one  of  every  five  humans  live  there.   It  possesses 
nuclear  weapons  and  exports  nuclear  technology.   It  launches 
satellites  and  sells  missiles.   It  represents  a  huge  market  and 
one  of  the  world's  richest  civilizations.   It  holds  a  permanent 
seat  on  the  United  Nations  Security  Council.   It  nas  an 
influential  role  on  key  regional  issues  like  Indochina,  Korea, 
and  disputed  islands.   It  abuts  the  unsettled  Central  Asia 
region.   It  is  salient  in  new  challenges  that  require  global 
action,  like  the  environment,  population,  refugees,  and 
narcotics  traffic. 

In  recent  years,  China  has  opened  up  to  the  world,  moved 
toward  a  market  economy,  and  enjoyed  the  fastest  growth  rate  in 
the  world.   Together  with  the  greater  Chinese  communities  of 
Taiwan  and  Hong  Kong  it  has  become  one  of  the  most  promising 
areas  for  investment  and  trade. 

At  the  same  time,  its  leaders  cling  to  an  outdated 
authoritarian  system.   Serious  abuses  persist.   While  Beijing 
releases  some  prominent  activists  toward  the  end  of  their  jails 
sentences,  it  arrests  others  for  the  peaceful  expression  of 
political  views.   Hundreds,  if  not  thousands,  of  Chinese 
citizens  languish  in  prison  merely  for  their  peaceful 
expression  of  political  views.   Tibetans  and  other  minorities 
face  serious  challenges  to  their  religions  and  cultures. 

The  Chinese  leaders  are  gambling  that  open  economics  and 
closed  politics  will  preserve  their  system  of  control.   It  is  a 
gamble  that  sooner  or  later  will  be  lost.   Economic  reform 
produces  --  and  requires  —  political  reform.   In  today's 
world,  nations  cannot  prosper  for  long  without  opening  up  their 
societies.   Technology  and  information,  the  forces  of 
modernization,  and  global  democratic  trends  have  been  eroding 
communism  and  totalitarianism  across  the  globe. 

All  of  the  Asian  models  of  economic  success  toward  which 
China  looks  --  many  of  them  Chinese  societies  --  have  shown 
that  political  relaxation,  tolerance  of  opposition,  a  freer 
press,  the  rule  of  law  and  other  democratic  elements  are 
inescapably  linked  with  economic  development. 
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In  encouraging  human  rights  and  democracy,  we  are  not 
singling  out  China.   The  Clinton  Administration  seeks  these 
goals  worldwide.   This  policy  will  be  promoted  in  the  upcoming 
United  Nations  Conference  in  Vienna,  and  it  will  be  reflected 
in  the  establishment  of  a  Radio  Free  Asia. 

Our  policy  challenge  with  China  therefore  is  to  reconcile 
our  need  to  deal  with  this  important  nation  with  our  imperative 
to  promote  international  values.   We  will  seek  cooperation  with 
China  on  a  range  of  issues.   But  Americans  cannot  forget 
Tiananmen  Square. 

Despite  that  tragedy,  the  process  of  change  continues  in 
China.   The  erosion  of  Marxist-Leninist  orthodoxy  in  the  last 
decade  has  unleashed  the  talents  of  the  Chinese  people.   We  can 
see  the  results  today  in  the  dynamic  Chinese  economy.   The  U.S. 
has  a  basic  national  interest  in  a  more  open,  prosperous,  and 
humane  China,  which  will  also  be  a  more  peaceful  and 
cooperative  member  of  the  world  community.   Our  policies  will 
reflect  this  national  interest. 

China,  already  an  important  market  for  U.S.  goods,  may 
become  even  more  significant.   Based  on  some  estimates  of 
growth  in  the  PRC  economy,  our  exports  could  reach  as  much  as 
$20  billion  by  the  year  2000,  up  from  $7.5  billion  last  year. 
There  is  the  potential  for  a  major  expansion  of  U.S.  exports, 
including  in  certain  high  tech  industries,  such  as  aerospace 
and  telecommunications.   This  growth  will  create  jobs  for 
Americans.   Moreover,  in  addition  to  improving  the  quality  of 
life  for  the  Chinese  people,  it  will  guarantee  the  continued 
flow  of  new  ideas  and  values  into  the  PRC. 

The  American  business  community  has  been  effectively 
expressing  its  views  to  the  executive  and  legislative  branches 
on  the  issue  of  MFN.   This  is  entirely  appropriate.   We  hope, 
however,  that  it  will  also  express  to  the  Chinese  concerns  that 
Americans  have  on  humanitarian  and  other  issues. 

The  Chinese  Government  cannot  expect  to  enjoy  the  full 
fruits  of  membership  in  the  international  community,  however, 
unless  it  abides  by  universally  recognized  standards  regarding 
treatment  of  its  citizens,  global  commerce,  and  the  transfer  of 
weapons  of  mass  destruction  and  sensitive  technology.   It  is 
especially  important  that  China  do  this  now,  while  its 
institutional  reforms  and  policies  are  still  taking  shape. 

The  President's  conditional  renewal  of  China's  MFN  status 
recognizes  Beijing's  need  for  access  to  our  market  as  an 
incentive  for  improved  human  rights  conditions.   We  believe 
that  the  conditions  set  out  in  the  executive  order  are  firm  and 
credible.   We  also  believe  they  are  achievable  in  the  coming 
year.   We  are  hopeful  the  Chinese  government  will  take 
significant  steps  in  the  human  rights  area  which  will  permit 
the  President  next  year  to  renew  the  PRC's  MFN  status  in  a 
positive  fashion.   But  the  President  is  prepared  to  revoke  that 
status  if  satisfactory  progress  does  not  occur. 

While  conditioning  renewal  on  human  rights,  the  President's 
Executive  Order  directs  the  Administration  vigorously  to  use 
existing  legislation  and  executive  authority  to  insure  Chinese 
compliance  with  agreements  on  fair  trade  practices  and 
nonprolif eration.   The  President  believes  existing  statutory 
and  policy  resources  offer  powerful  tools  to  advance  American 
goals  in  these  areas. 
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In  recent  years,  as  trade  between  the  U.S.  and  China  has 
ballooned,  so  has  our  trade  deficit  with  China,  which  is  now 
close  to  20  billion  dollars,  second  only  to  Japan.   Our  export 
growth  remains  strong  at  nearly  20  percent  this  year,  but 
Chinese  policies  continue  to  resist  access  to  the  Chinese 
market  and  present  U.S.  firms  with  barriers  in  goods  and 
services  that  Chinese  firms  do  not  face  in  selling  to  us.   With 
the  support  of  this  Committee,  the  Administration  intends  to 
insure  Chinese  compliance  with  agreements  signed  last  year  on 
protection  of  intellectual  property,  prison  labor  products  and 
market  access.   My  colleague  from  USTR  can  deal  with  these 
issues  in  greater  detail. 

In  the  area  of  nonprolif eration,  China's  signing  of  the 
Chemical  Weapons  Convention  in  January  now  makes  Beijing  an 
adherent  to  all  major  nonprolif eration  agreements.   We  welcome 
these  commitments,  which  are  essential  for  strengthening  global 
nonprolif eration  regimes.   But  we  will  very  closely  monitor 
Chinese  behavior  to  insure  that  it  is  fully  consistent  with 
Beijing's  obligations.   In  this  respect,  we  are  deeply 
concerned  about  reports  that  China  last  year  transferred  M-11 
missile-related  equipment  to  Pakistan.   In  keeping  with  the 
Executive  Order,  we  will  not  hesitate  to  take  the  actions 
required  under  U.S.  missile  proliferation  law  if  we  determine 
that  such  a  transfer  occurred. 

Let  me  emphasize  here,  as  I  have  to  the  Chinese,  that  in 
the  areas  of  trade  and  nonprolif eration  we  are  not  raising  new 
demands.   We  are  merely  asking  China  to  implement  agreements  to 
which  it  has  already  adhered.   We  are  not  asking  for  major 
concessions.   We  are  only  insisting  on  faithful 

implementation.   The  follow-through  on  agreements  will  not  only 
serve  American  interests.   It  will  serve  Chinese  interests  as 
well  as  buttressing  China's  credibility. 

The  Clinton  Administration's  China  policy  looks  beyond  the 
annual  debate  on  MFN  and  seeks  to  broaden  the  framework  for 
bilateral  ties.   It  defines  an  effective  course  which  will 
advance  U.S.  goals  and  balance  U.S.  interests.   Mindful  of  the 
need  to  maintain  unity  with  the  Congress  on  China,  the 
President  has  now  established  a  basis  for  using  our  influence 
most  effectively  to  encourage  improved  Chinese  policies.   With 
a  collaborative  approach  governing  our  actions,  we  will  strive 
to  resolve  our  serious  differences  with  Beijing  while  building 
on  areas  of  agreement.   We  will  engage  the  Chinese  in  a  variety 
of  ways  to  make  progress  during  the  coming  year  and  beyond. 

President  Clinton  would  like  to  restore  momentum  in  the 
Sino-American  relationship  and  build  stronger  foundations  for 
the  future.   This  will  require  serious  efforts  by  Beijing  to 
meet  our  core  concerns  and  international  norms.   We  in  turn  are 
prepared  to  listen  to  Chinese  perspectives  and  take  steps  of 
our  own. 

In  the  long-run,  sound  U.S. -Chinese  relations  are  of  vital 
importance  not  only  for  our  mutual  prosperity  and  welfare  but 
for  international  peace  and  stability.   By  restoring  broad 
consensus  on  China  policy.  President  Clinton  has  placed  America 
in  the  best  possible  position  to  move  toward  these  goals. 
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Chairman  Gibbons.  Now,  Miss  Barshefsky.  First,  let  me  welcome 
you  here  in  your  confirmed  condition.  I  am  glad  whatever  Senator 
had  a  political  hold  on  you  has  released  it  so  that  you  could  he  con- 
firmed. I  know  what  a  fine  job  you  are  going  to  do  in  that  position 
of  yours  as  Deputy  U.S.  Trade  Representative.  I  look  forward  to 
your  briefing  tomorrow  morning  on  the  subject  of  Japan,  so  Miss 
Barshefsky,  go  right  ahead. 

STATEMENT  OF  HON.  CHARLENE  BARSHEFSKY,  DEPUTY  U.S. 
TRADE  REPRESENTATIVE 

Ms.  Barshefsky.  Thank  you  very  much,  Mr.  Chairman.  Mr. 
Chairman  and  members  of  the  committee,  I  appreciate  the  oppor- 
tunity to  appear  before  you  today  to  discuss  the  administration's 
trade  policy  toward  China.  I  would  like  to  submit  for  the  record  my 
more  detailed  remarks,  and  I  will  be  brief  in  my  remarks  this 
morning. 

Chairman  Gibbons.  Without  objection  we  will  insert  your  entire 
statement  after  your  oral  statement. 

Ms.  Barshefsky.  Thank  you. 

This  administration  has  clear  goals  that  it  wishes  to  achieve  on 
trade  with  China.  First  and  foremost,  we  intend  to  pursue  £iggres- 
sively  market  opening  initiatives  for  U.S.  goods  and  services.  U.S. 
business  should  have  access  to  the  Chinese  market  comparable  to 
that  available  to  China  and  our  trading  partners  in  the  United 
States. 

Second,  as  a  result  of  greater  comparability  in  market  access,  we 
would  expect  rapid  growth  in  our  exports  to  China,  more  in  line 
with  the  growth  of  Chinese  exports  to  the  United  States.  Finally, 
we  must  work  to  ensure  to  the  maximum  extent  possible  that 
China  accepts  the  rule  of  law  as  it  applies  to  trade.  That  is,  that 
China's  trade  and  economic  policies  are  consonant  with  inter- 
national norms. 

China  is  now  the  fastest  growing  major  economy  in  the  world, 
with  growth  at  12.8  percent  annually.  Over  the  past  decade  China's 
global  trade  has  grown  by  more  than  11  percent  per  year,  twice  the 
rate  of  world  growth,  increasing  fi-om  less  than  $40  billion  in  1980 
to  $165  billion  in  1992.  Our  two-way  trade  has  grown  from  $2.3  bil- 
lion in  1979  to  $23  billion  now.  While  these  figures  are  dramatic, 
our  trade  relationship  with  China  is  badly  out  of  balance.  The  bi- 
lateral trade  deficit  stood  at  $18.2  billion  in  1992.  That  is  up  43 
percent  over  1991. 

Americans  imported  more  than  $25  billion  in  Chinese  goods  last 
year,  while  in  contrast  we  exported  only  $7.5  billion  of  goods  to 
China.  In  light  of  the  lack  of  comparability  of  market  access  be- 
tween our  two  countries,  we  cannot  abide  China's  huge  and  grow- 
ing trade  deficit  with  the  United  States,  now  second  only  to  that 
of  Japan.  The  trade  agreements  that  we  have  signed  with  China 
are  an  important  step  toward  the  creation  of  a  solid  framework  for 
the  United  States-China  trade  relationship.  The  intellectual  prop- 
erty rights  Memorandum  of  Understanding  to  which  Congress- 
woman  Johnson  referred  was  signed  in  January  1992.  It  commits 
China  to  the  establishment  of  a  world  class  legal  structure  for  the 
protection  of  intellectual  property. 
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The  market  access  MOU,  signed  in  October  1992,  is  based  upon 
GATT  rules  and  disciplines.  It  commits  China  to  make  sweeping 
changes  in  its  trade  regime  over  a  5-year  period.  We  intend  to  ne- 
gotiate further  agreements  that  broaden  and  strengthen  the  mar- 
ket access  framework  reflected  in  the  initial  agreement.  Thus  far 
China  appears  to  be  implementing  its  intellectual  property  rights 
commitments  in  good  faith.  Nonetheless,  piracy  of  copyrighted 
works  and  patent  products  is  still  endemic  in  China  and  the  Chi- 
nese Government  nas  done  little  to  bring  it  under  control,  much 
less  eliminate  it.  We  intend  to  hold  consultations  on  strengthening 
enforcement  of  intellectual  property  rights  with  the  aim  of  reaching 
agreement  on  an  effective  intellectual  property  enforcement  regime. 

On  market  access,  China's  commitments  are  sweeping,  but  the 
Chinese  Government  has  not  lived  up  to  some  important  obliga- 
tions. It  has  missed  some  important  deadlines.  It  has  not  opened 
its  markets  to  key  U.S.  exports  as  substantially  as  promised  in  the 
agreement.  We  are  now  holding  discussions  with  China  to  ensure 
fiill  implementation  of  the  agreement.  If  China  does  not  fulfill  its 
commitments,  we  will  act  decisively.  In  the  market  access  agree- 
ment, the  United  States  committed  to  staunchly  support  China's 
accession  to  the  GATT,  provided  that  we  achieve  an  acceptable  pro- 
tocol of  accession.  With  the  condition  that  China's  protocol  must  be 
a  strict  and  detailed  one  that  further  opens  its  markets  and  com- 
mits it  to  significant  reform  of  its  trade  regime,  the  administration 
regards  China's  eventual  accession  to  the  GATT  as  an  important 
step  toward  further  opening  China's  market  and  holding  China  to 
international  norms. 

Let  me  touch  briefly  on  three  additional  issues  covered  in  more 
detail  in  my  written  remarks.  First,  this  administration  is  commit- 
ted to  combating  Chinese  textile  transshipments.  These  trans- 
shipments, which  are  estimated  at  $2  billion  annually,  violate  Chi- 
na's bilateral  textile  agreement  and  are  a  major  threat  to  the  integ- 
rity of  the  international  regime  governing  textile  trade.  The  admin- 
istration insists  that  China  eliminate  illegal  textile  trcms- 
shipments.  The  ultimate  responsibility  lies  with  the  Chinese  Grov- 
ernment.  If  China  is  unable  or  unwilling  to  accept  its  obligations 
to  trade  fairly  in  this  sector,  substantial  alteration  in  the  manner 
in  which  this  trade  is  conducted  will  be  made  by  the  United  States. 

Second,  U.S.  companies  that  have  entered  China's  market  are  se- 
verely limited  in  their  ability  to  expand  and  provide  the  full  range 
of  services  and  products  available  to  Chinese  customers.  If  U.S.  in- 
dustries are  going  to  establish  a  long-term  and  successful  presence 
in  China  they  will  need  to  be  able  to  draw  on  a  highly  articulated 
services  sector.  We  have  requested  services  consultation  with  the 
Chinese  and  are  awaiting  a  positive  response. 

Finally,  other  complementary  efforts  to  expand  exports  into  Chi- 
na's markets  are  required.  Expanded  trade  promotion  activities  are 
critical.  Similarly,  the  administration  must  review  the  effective  ex- 
port controls  on  our  high  technology  exports.  Grenerally  speaking, 
controls  are  the  strictest  in  areas  wnere  the  United  States  is  most 
competitive.  The  administration  will  consider  steps  to  ensure  that 
the  export  control  system  fosters  national  security,  that  it  functions 
in  a  manner  that  does  not  unnecessarily  encumber  our  commercial 
objectives. 
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Mr.  Chairman  and  members  of  the  committee,  we  have  a  historic 
opportunity  to  expand  our  trade  relations  with  China  and  to  help 
create  hundreds  of  thousands  of  high  wage  jobs  here  in  the  United 
States  through  increased  exports.  We  have  a  great  stake  not  only 
from  a  global  strategic  perspective  but  also  from  a  domestic  per- 
spective in  opening  China's  markets  and  ensuring  that  China  plays 
by  the  rules.  We  will  make  every  effort  to  see  that  this  happens. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  OF 

AMBASSADOR  CHARLENE  BARSHEFSKY 

DEPUTY  UNITED  STATES  TRADE  REPRESENTATIVE 

ON  TRADE  POLICY  TOWARD  CHINA 

BEFORE  THE 

HOUSE  WAYS  AND  MEANS 

SUBCOMMITTEE  ON  TRADE 


This  Administration  has  clear  goals  that  it  wishes  to 
achieve  on  trade  with  China.   First  and  foremost,  we  intend  to 
pursue  market  opening  initiatives  for  U.S.  goods  and  services. 
U.S.  business  should  have  access  to  the  Chinese  market  comparable 
to  that  available  to  China  and  our  trading  partners  in  the  United 
States.   Second,  as  a  result  of  greater  comparability  in  market 
access,  we  would  e.xpect  more  rapid  growth  in  our  e.xports  to 
China,  greater  than  the  growth  of  U.S.  imports  from  China  in 
recent  years.   Finally,  and  perhaps  most  important,  we  must  work 
to  ensure  to  the  maximum  extent  possible  that  China  accepts  the 
rule  of  law  as  it  applies  to  trade  --  that  is,  that  China's  trade 
and  economic  policies  are  consonant  with  international  norms. 

China's  Market  Potential 

China  is  now  the  fastest  growing  major  economy  in  the  world. 
In  1992,  its  economy  grew  at  an  official  rate  of  12.8  percent, 
with  growth  in  the  booming  cities  along  the  east  coast  at  even 
higher  rates. 

Over  the  past  decade,  China's  global  trade  has  grown  on 
average  by  more  than  11  percent  annually  --  twice  the  rate  of 
world  trade  growth  --  increasing  from  less  than  $40  billion  in 
1980  to  $165  billion  in  1992.   While  changes  in  accounting 
methods  have  reduced  the  ostensible  size  of  China's  foreign 
reserves,  they  are  still  formidable.   In  trade  terms,  China  is  no 
longer  a  poor  nation. 

The  growth  of  our  bilateral  trade  relationship  with  China 
over  the  past  decade  and  a  half  has  been  dramatic.   Our  two-way 
trade  has  grown  from  $2.3  billion  in  1979  to  more  than  $33 
billion  in  1992.   The  United  States  is  now  China's  largest  export 
market,  with  more  than  30  percent  of  China's  exports  going  to  the 
United  States.   Americans  imported  more  than  $25  billion  of 
Chinese  goods  in  1992. 

Our  trade  relationship,  however,  is  badly  out  of  balance. 
The  bilateral  trade  deficit  stood  at  $18.2  billion  in  1992,  up  43 
percent  over  1991.   The  deficit  reached  $4.2  billion  in  the  first 
three  months  of  1993  --  up  23  percent  over  the  same  period  last 
year.   In  light  of  the  lack  of  comparability  of  market  access 
between  our  two  countries,  we  cannot  abide  China's  huge  and 
growing  trade  surplus  with  the  United  States,  now  second  only  to 
that  of  Japan. 

China's  planners  import  proportionately  more  from  the 
European  Community  and  Japan  than  from  the  United  States. 
According  to  former  trade  minister  and  current  Vice  Premier  Li 
Lanqing,  in  1992  China's  imports  from  the  European  Community  and 
Japan  grew  at  a  rate  approximately  double  that  of  imports  from 
the  United  States.   Not  only  is  our  deficit  with  China 
unacceptable,  but  our  trade  pattern  vis-a-vis  our  foreign 
competitors  is  disturbing  and  must  be  reversed. 

China  needs  the  products  and  services  that  U.S.  companies 
are  the  best  in  the  world  at  providing.   In  addition  to  supplying 
China  with  wheat,  fertilizer,  and  wood  --  products  that  we  have 
long  sold  to  China  --  the  mix  of  products  that  we  now  export  is 
dominated  by  the  high-technology  sectors  in  which  we  excel. 
Thus,  the  United  States  exported  $273  million  in  wheat  and  $629 
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million  in  fertilizer  in  1992,  but  over  $2  billion  in  aircraft 
and  parts  and  over  $1  billion  in  computers  and  power  generation 
equipment,  along  with  substantial  sales  of  electrical  machinery, 
telecommunications  equipment,  and  scientific  and  control 
instruments. 

In  addition,  U.S.  investment  in  China  —  which  in  many 
respects  augurs  an  increase  in  trade  --  reached  record  levels 
last  year,  totalling  over  $1.5  billion,  with  total  pledged 
investment  above  $6  billion.   More  than  550  companies  now  have 
offices  in  China. 

Opportunities  for  enormous  expansion  of  U.S.  exports  --  and 
thus  for  creation  of  high-wage  export  jobs  --  are  plentiful, 
provided  that  market  access  barriers  are  reduced  and  eliminated. 
China  estimates  that  it  will  require  more  than  $350  billion  in 
imports  over  the  course  of  its  Eighth  Five  Year  Plan,  which  will 
be  completed  in  1995.   For  its  part,  the  U.S. -China  Business 
Council  estimates  that  the  market  for  power  generation  equipment 
in  China  over  the  next  25  years  is  $40  to  $100  billion,  for 
aircraft  and  aerospace  over  $40  billion  over  the  next  20  years, 
for  telecommunications  about  $30  billion  over  the  next  five 
years,  and  for  auto  parts,  $29  billion  over  the  next  three  years. 

In  short,  the  boom  in  China's  economy,  support  for  change 
within  China's  leadership,  and  the  enormous  potential  of  China's 
market  for  U.S.  companies  provide  the  United  States  with  a  rare 
opportunity  to  press  for  open  and  fair  markets  in  China.   If  we 
wait,  we  may  find  that  our  industries  are  placed  at  a  permanent 
disadvantage  relative  to  those  of  our  trading  partners. 

MFN  FOR  CHINA 

The  President's  decision  on  Most  Favored  Nation  (MFN)  trade 
status  for  China  firmly  expresses  the  Administration's  resolve 
that  China  must  take  essential  steps  toward  improving  its  human 
rights  policy  and  complying  with  the  prison  labor  Agreement.   The 
Administration  is  committed  to  elimination  of  human  rights  abuses 
in  China. 

At  the  same  time,  the  President's  decision  recognizes  the 
accelerating  importance  of  China's  market  to  the  United  States, 
and,  more  broadly,  the  importance  that  the  success  of  China's 
effort  to  modernize  holds  for  our  domestic  and  global  interests. 
The  Executive  Order  of  May  28  thus  stipulates  that  the  President 
will  renew  China's  MFN  status  on  the  basis  of  explicit  human 
rights  criteria,  and  will  use  all  legal  tools  to  resolve  issues 
of  weapons  proliferation  and  trade.   With  respect  to  the  latter, 
the  President  committed  his  Administration  to  "pursue  resolutely" 
all  legislative  and  executive  actions  available  to  ensure  that 
China  follows  fair  and  nondiscriminatory  trade  practices. 

POLICY  ON  TRADE  WITH  CHINA 

China  maintains  one  of  the  most  protectionist  trade  regimes 
in  the  world.   It  has  put  in  place  multiple,  overlapping  non- 
tariff  barriers  to  imports  and  maintains  prohibitively  high 
tariffs.   While  China's  export  regime  has  undergone  a  remarkable 
transformation  over  the  past  decade,  turning  China  into  one  of 
the  world's  most  formidable  export  engines,  China's  import  regime 
remains  the  creature  of  central  planners  and  state  bureaucrats. 
And  China's  market  for  services  remains  closed  to  all  but  a  few 
companies  that  are  allowed  in  only  on  an  "experimental"  basis. 

Strong,  pent-up  demand  in  China  for  advanced  and  other 
products  on  the  one  hand,  and  China's  restrictive  import  regime 
on  the  other,  has  led  to  the  creation  of  a  large  and  growing  grey 
market  for  goods.   That  grey  market,  access  to  which  is  often 
determined  by  illicit  business  practices,  remains  largely  off- 
limits  to  U.S.  companies.   For  many  sectors,  the  grey  market  for 
goods  is  substantially  larger  than  the  officially-sanctioned 
market. 

China's  rapid  growth  has  thus  spawned  a  "wild  west" 
mentality  on  trade  that  often  has  little  respect  for  rules  or 
international  norms.   Growing  corruption  have  made  that  situation 
worse.   A  fundamental  tenet  of  our  trade  policy  toward  China, 
therefore,  is  the  establishment  of  a  solid  framework  that  makes 
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the  rule  of  law  a  basis  for  China's  conduct  of  trade.   A  second 
and  equally  important  tenet  is  that  U.S.  companies  must  have 
access  to  China's  markets  comparable  to  that  afforded  China's 
e.xports  to  the  United  States.   If  Chinese  business  has  the 
ability  to  trade  and  invest  freely  in  the  United  States,  then 
U.S.  business  should  have  the  same  rights  in  China.   That,  after 
all,  is  the  "equality  and  mutual  benefit"  that  girds  our 
bilateral  trade  Agreement. 

Trade  Agreements.   The  trade  agreements  that  we  have  signed 
with  China  represent  important  steps  toward  creation  of  a  solid 
framework  for  the  U.S. -China  trade  relationship.   The 
intellectual  property  rights  Memorandum  of  Understanding  (MOU) , 
signed  in  January  1992,  commits  China  to  the  establishment  of  a 
world-class  legal  structure  for  the  protection  of  intellectual 
property.   The  market  access  MOU,  signed  on  October  10,  1992,  is 
based  on  GATT  rules  and  disciplines.   It  commits  China  to  make 
sweeping  changes  in  its  import  administration  over  a  five  year 
period.   We  intend  to  negotiate  further  agreements  that  broaden 
and  strengthen  the  market  access  framework  reflected  in  the 
initial  agreement.   Let  me  take  each  of  these  agreements  in  turn: 

Intellectual  Property  Rights.   Protecting  intellectual 
property  is  vitally  important  if  U.S.  industries  are  to  maintain 
their  comparative  advantage  in  the  high-technology  sectors  they 
dominate.   At  the  same  time,  Chinese  leaders  have  recognized  the 
importance  of  protecting  intellectual  property.   Deng  Xiaoping, 
in  the  spring  of  1992,  made  that  point  succinctly  when,  in  a 
statement  that  was  published  in  the  People's  Daily,  he  declared 
that  China  should  "abide  by  international  rules  on  intellectual 
property. " 

In  the  IPR  Agreement,  China  made  bold  commitments  to  bring 
its  hitherto  poor  intellectual  property  rights  regime  to  world 
class  standards.   For  example: 

o    On  copyrights,  China  has  joined  the  Berne  Convention  on 
Copyrights  and  the  Geneva  Phonogram  Convention,  issued 
regulations  implementing  the  Berne  Convention  in  China,  and 
promised  to  protect  existing  copyrighted  works, 
o    China  has  raised  the  level  of  protection  for  computer 
software.   China  now  protects  computer  software  as  a 
literary  work  as  defined  by  the  Berne  Convention, 
o    On  patents,  China  has  taken  significant  steps  to  redress 

weaknesses  in  its  patent  regime,  including  amendment  of  its 
patent  law  to  extend  protection  beyond  processes  to 
agricultural  chemical  and  pharmaceutical  products. 

While  we  have  made  a  good  start,  many  problems  remain. 
Piracy  of  copyrighted  works  and  patented  products  is  still 
endemic  in  China  and  the  Chinese  government  has  done  little  to 
bring  it  under  control  much  less  eliminate  it.   China  does  not 
have  an  effective  IPR  enforcement  agency  and  Chinese  law  offers 
no  criminal  penalties  for  offenders.   Clearly,  on  enforcement, 
China  lags  well  behind  most  countries  in  the  region. 

The  International  Intellectual  Property  Alliance  notes  that 
piracy  in  China  of  software,  books,  audio  records,  and  music  and 
motion  pictures  remains  serious.   They  estimate  that,  in  1992 
alone,  U.S.  industries  lost  upwards  of  $415  million  to  copyright 
piracy  alone  last  year.   In  addition  to  market  barriers,  the 
absence  of  effective  IPR  protection  is  the  greatest  hindrance  to 
access  to  China's  market  by  the  recording,  motion  picture, 
computer  software,  and  other  industries. 

We  have  informed  officials  of  China's  trade  ministry  —  the 
Ministry  of  Foreign  Trade  and  Economic  Cooperation  --  that  we 
expect  China  to  enforce  strictly  IPR  laws  and  regulations.   We 
intend  to  hold  consultations  on  enforcement  of  intellectual 
property  rights,  with  the  aim  of  reaching  agreement  on  a  strict 
enforcement  regime. 

Market  Access  Agreement.   China's  commitments  here  are 
sweeping.   But  the  Chinese  government  has  not  lived  up  to  some 
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important  obligations  under  the  Agreement.   China  has  missed  some 
important  deadlines.   It  has  not  opened  its  markets  to  key  U.S. 
exports  as  substantially  as  promised  in  the  Agreement.   We  are 
now  holding  discussions  with  China  to  ensure  full  implementation 
of  the  Agreement.   If  China  does  not  fulfill  its  commitments,  we 
will  act  decisively. 

The  market  access  MOU,  signed  on  October  10,  1992,  commits 
China  to  wide-ranging  liberalization  of  its  import  regime.   That 
commitment,  made  at  the  highest  levels  of  the  Chinese  government, 
if  completely  fulfilled,  contemplates  unprecedented  access  for 
U.S.  companies  to  China's  market  in  virtually  all  of  our  key 
export  sectors. 

Under  the  Agreement,  onerous  import  licensing  requirements 
and  administrative  barriers  such  as  "controls,"  "restrictions," 
and  quotas  will  be  phased  out  for  computers,  telecommunications 
equipment,  heavy  machinery  and  electronics  products,  instant 
cameras  and  instant  print  film,  agricultural  goods,  wood 
products,  steel,  and  many  other  goods.   China  has  already  reduced 
some  prohibitively  high  tariffs,  effective  December  31,  1992; 
further  significant  tariff  reductions  are  to  be  implemented  by 
year-end  1993. 

Equally  important,  the  Chinese  government  has  acknowledged 
that  it  has  for  many  years  used  restricted  "internal"  or  neibu 
trade  regulations  or  secret  directives  to  make  commercial 
decisions.   In  the  Agreement,  China  has  promised  to  make  its 
trade  regime  transparent  by  publishing  all  trade  laws,  rules,  and 
regulations,  and  by  issuing  rules  that  forbid  enforcement  of  non- 
published  regulations.   China  will  also  make  its  obscure  but 
extremely  important  import  approval  process  open  and  transparent. 

China  has  also  agreed  that  it  will  not  use  standards  and 
certification  requirements  as  barriers  to  trade,  particularly  in 
agriculture.   It  has  promised  to  base  sanitary  and  phytosanitary 
standards  on  sound  science  --  the  principles  of  which  will  be 
negotiated  with  the  United  States  —  which  should  clear  the  way 
for  U.S.  exports  of  fruit,  vegetables  and  other  agricultural 
products.   For  wood  products,  China  confirmed  that  domestic 
regulations  banning  the  use  of  wood  in  domestic  construction  and 
other  projects  does  not  apply  to  imported  wood  --  thus  opening  up 
a  potential  $1  billion  market  to  U.S.  firms. 

With  these  and  other  commitments,  China  has  pledged  to  open 
its  doors  to  U.S.  exports  over  the  next  five  years.   We  will  take 
all  necessary  steps  to  ensure  that  China  fulfills  its  obligations 
under  this  Agreement  and  opens  these  markets. 

Accession  to  the  GATT.   The  United  States  is  committed  to 
"staunchly  support"  China's  accession  to  the  GATT  and  to  work 
constructively  with  China  and  other  GATT  contracting  parties  to 
achieve  an  "acceptable  protocol"  of  accession.   Under  the 
condition  that  China's  protocol  of  accession  must  be  a  strict  and 
detailed  one  that  further  opens  its  markets  and  commits  it  to 
significant  reform  of  its  trade  regime,  the  Administration 
regards  China's  eventual  accession  to  the  GATT  as  an  important 
step  toward  further  opening  China's  markets  and  holding  China  to 
international  norms. 

In  the  past  year,  U.S.  negotiators  have  participated  in  four 
meetings  of  the  Working  Party  for  China  in  Geneva  in  concert  with 
many  other  nations.   They  have  also  held  a  round  of  bilateral 
discussions  with  the  Chinese  in  Beijing.   While  the  Chinese  have 
expressed  interest  in  reaching  agreement  on  an  acceptable 
protocol,  to  date  there  has  not  been  significant  progress  in  that 
direction.   China  cannot  enter  the  GATT  on  its  own  terms  but  must 
subscribe  to  GATT  norms  --  something  China  has  not  yet  been 
willing  to  do. 

Textile  Transshipments.   Textile  transshipments,  estimated 
by  the  U.S.  Customs  Service  to  be  $2  billion  annually,  violate 
China's  bilateral  textiles  Agreement  and  are  a  major  threat  to 
the  integrity  of  the  international  regime  governing  textile 
trade. 

The  Administration  is  committed  to  combatting  Chinese 
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textile  transshipments.   In  the  last  several  months,  China  has 
adopted  several  measures,  some  at  our  insistence,  to  stem 
transshipments.   They  have  proven  ineffective.   Unfortunately,  no 
noticeable  reduction  in  transshipments  has  occurred. 

The  Administration  insists  that  China  eliminate  illegal 
te.xtile  transshipments.   The  ultimate  responsibility  lies  with 
the  Chinese  government.   For  our  part,  the  U.S.  Customs  Service 
will  continue  to  monitor  transshipments.   If  China  is  unable  or 
unwilling  to  accept  its  obligations  to  trade  fairly  in  this 
important  sector,  substantial  alterations  in  the  manner  in  which 
this  trade  is  conducted  will  be  made  by  the  United  States. 

SERVICES 

U.S.  companies  that  have  entered  China's  market  are  severely 
limited  in  their  ability  to  expand  and  to  provide  the  full  range 
of  products  and  services  available  to  Chinese  customers.   In  most 
instances,  U.S.  companies  cannot  offer  after-sales  service,  do 
not  have  direct  access  to  sales  and  distribution  networks,  cannot 
own  or  manage  their  own  retail  outlets,  cannot  operate  leasing 
companies  or  holding  companies  in  China,  and  are  otherwise 
restricted  in  their  access  to  a  vast  array  of  business  and  local 
customers.   If  U.S.  industries  are  going  to  establish  a  long  term 
and  successful  presence  in  China's  markets,  they  will  need  to  be 
able  to  draw  on  a  highly  articulated  services  sector. 

The  market  access  Agreement  sets  the  stage  for  the  opening 
of  China's  potentially  extensive  market  for  services.   We  have 
asked  the  Chinese  formally  to  begin  negotiations  on  services  that 
would  lead  to  an  Agreement  opening  China's  market  to  U.S. 
companies.   We  are  now  awaiting  a  positive  response. 

Complementary  Issues 

If  our  market  opening  initiatives  are  to  be  fully  effective, 
other  complementary  efforts  to  expand  U.S.  exports  to  China  will 
be  required.   Expanded  trade  promotion  activities  in  China  are 
one  necessary  component.   Through  active  trade  promotion 
activities  sponsored  by  the  Department  of  Commerce  we  can  take 
better  advantage  of  the  market  opening  measures  that  we  have 
achieved. 

Similarly,  the  Administration  must  review  the  effect  of 
export  controls  on  our  high-technology  exports.   Generally 
speaking,  controls  are  the  strictest  in  areas  where  the  United 
States  is  most  competitive.   The  rapidity  with  which 
technological  advance  occurs  often  means  that  our  export  control 
policy  lags  woefully  behind  commercial  reality,  draining  the  U.S. 
of  substantial  export  opportunities. 

We  sometimes  require  export  licenses  on  products  that  the 
Chinese  are  now  producing  themselves  --  and  that  our  competitors 
in  Asia  are  exporting  freely  into  China.   It  is  not  surprising 
that  many  companies  have  told  us  that  export  controls  are  among 
the  most  important  barriers  to  expanding  trade  with  China. 
Export  opportunities  will  be  achieved  not  only  in  negotiations 
with  the  Chinese,  but  also  in  a  review  of  those  barriers  to  U.S. 
exports  imposed  by  our  own  country.   The  Administration  will 
consider  steps  to  ensure  that  the  export  control  system  continues 
to  maintain  the  integrity  of  our  national  security  and  foreign 
policy,  yet  functions  in  a  fashion  that  does  not  unnecessarily 
encumber  our  commercial  goals. 

Conclusion 
We  have  an  histori.c  opportunity  to  expand  our  trade 
relations  with  China  and  to  help  create  hundreds  of  thousands  of 
high  wage  jobs  here  in  the  United  States  through  increased 
exports.   We  have  a  great  stake,  not  only  from  a  global, 
strategic  perspective,  but  also  from  a  domestic  perspective,  in 
opening  China's  markets  and  ensuring  that  China  plays  by  the 
rules.   We  will  make  every  effort  to  see  that  this  happens. 
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Chairman  Gibbons.  Thank  you,  Miss  Barshefsky.  Is  there  any 
evidence,  Miss  Barshefsky,  that  China  is  treating  any  of  its  other 
trading  partners  either  more  preferentially  than  tney  do  the  United 
States  or  differently  than  they  do  the  United  States?  I  am  talking 
now  about  Japan,  about  Europe,  Central  and  South  America,  Aus- 
tralia, New  Zealand. 

Are  they  treating  us  all  about  the  same  or  are  we  singled  out  in 
any  way  for  differential  treatment? 

Ms.  Barshefsky.  Mr.  Chairman,  let  me  answer  your  question 
this  way  with  the  following  statistics  if  I  might:  China's  imports 
from  the  United  States  grew  at  a  rate  of  15  percent  last  year.  Chi- 
na's imports  from  the  European  Community  grew  at  a  rate  of  26 
percent  last  year.  China's  imports  from  Japan  grew  at  a  rate  of  36 
percent  last  year.  These  differences  in  growth  rates  result  in  part 
from  the  expansion  in  China  of  a  huge  gpray  market.  That  is  to  say, 
markets  characterized — markets  whose  entry  is  characterized  by  il- 
licit business  practices  which  are  obviously  off  limits  to  U.S.  com- 
panies owing  to  U.S.  domestic  legislation  with  respect  to  foreign 
corrupt  practices  and  so  forth. 

There  is  a  concern  that  if  we  do  not  bring  China  into  the  inter- 
national trading  regime  and  that  if  our  market  access  agreements 
with  China  are  not  faithfully  implemented,  U.S.  producers  will  be 
placed  at  a  severe  competitive  disadvantage  in  terms  of  market 
power  relative  to  the  Europeans  and  the  Japanese  in  China.  There 
is  a  great  concern  that  gray  market  footholds  in  China  by  other 
countries'  producers  will  permanently  in  the  long  term  preclude 
sufficient  U.S.  sales  into  China,  so  this  is  an  area  where  we  do  see 
that  other  countries'  imports  into  China  are  more  substantial  and 
growing  at  a  rate  faster  than  U.S.  exports  into  China,  all  the  more 
reason  for  a  verv  aggressive  pursuit  by  the  United  States  Govern- 
ment of  bilateral  agreements  with  China. 

Chairman  Gibbons.  Is  that  disequilibrium  in  growth  rates  a  re- 
sult of  official  Chinese  policy  or,  if  not,  what  do  you  attribute  it  to? 

Ms.  Barshefsky.  China's  trade  regime  is  among  the  most  protec- 
tionist in  the  world.  To  the  extent  United  States  producers  play  by 
international  rules  and  rules  governed  by  our  own  domestic  laws, 
then  China's  protectionist  regime  disproportionately  impacts  U.S. 
companies  in  a  way  in  which  European  or  Japanese  companies  are 
not  impacted,  but  overall  the  trade  regime  in  China  is  a  highly  pro- 
tectionist regime  which  would  adversely  impact  market  access  into 
China  on  the  part  of  all  countries,  not  only  the  United  States,  but 
the  disproportionate  impact  of  that  protectionism  is  felt  by  U.S. 
companies  to  whom  gray  market  activity  is  precluded. 

Chairman  Gibbons.  Would  you  elaborate  for  the  committee  what 
you  mean  by  gray  market  activities. 

Ms.  Barshefsky.  Illicit  importations  into  China,  bribery,  activi- 
ties that  are  not  considered  by  the  United  States  to  be  legal  busi- 
ness practices. 

Chairman  Gibbons.  Are  these  importations  mainly  going  to  Chi- 
nese Government  officials  or  who  are  they  going  to? 

Ms.  Barshefsky.  I  can't  answer  that  question,  Mr.  Chairman. 
What  we  have  in  China  is  a  combination  of  a  highly  protectionist 
trade  regime  coupled  with  explosive  growth  and  demand,  the  result 
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of  which  is  the  growth,  the  creation  of  a  very  large  gray  market 
which  is  characterized  largely  by  illicit  practices. 

Chairman  Gibbons.  Illicit  or  illegal  practices? 

Ms.  Barshefsky.  Perhaps  both. 

Chairman  GffiBONS.  Well,  that  concerns  me.  It  not  only  reflects 
upon  the  Chinese  Grovemment,  but  it  also  reflects  upon  our  inter- 
national trading  competitors.  Just  elaborate  a  little  more  on  this 
for  me,  would  you,  please.  I  am  disturbed  by  it. 

Ms.  Barshefsky.  Mr.  Chairman,  I  am  not  sure  that  I  can  elabo- 
rate more  except  to  say  that  the  course  that  USTR  wishes  to  pur- 
sue, which  is  an  aggressive  market  access  course,  which  is  con- 
sultations on  services  access  is,  we  believe,  the  course  that  is  right 
and  appropriate  for  the  United  States  to  follow.  We  believe  that 
that  course  will  lead  to  substantial  commercial  opportunities  for 
U.S.  companies,  as  it  already  has  for  some  companies  to  which 
China  has  lowered  its  trade  barriers. 

We  believe  that  over  time  that  will  lead  to  a  better  equalization 
of  opportunities.  It  is  difficult  for  gray  markets  to  flourish  if  trade 
regimes  are  open.  It  is  difficult  for  corruption  to  exist  where  de- 
regulatory  efforts  are  the  norm,  and  so  we  will  pursue  a  strategy 
that  is  aggressive  and  that  is  designed  to  open  China's  market  to 
exports  not  only  from  the  United  States  but  from  the  world. 

As  you  know,  our  bilateral  trade  agreements  tend  to  be  MFN 
agreements. 

Mr.  Lord.  Mr.  Chairman,  if  I  could  add  a  couple  of  comments, 
although  my  colleague  is  clearly  the  expert  in  this  field,  first  there 
are  reports  that  China's  overall  trade  balance  this  year  may  actu- 
ally be  in  deficit  which  underlines  in  stark  contrast  to  its  gprowing 
surplus  with  us  which  will  probably  be  even  larger  this  year.  If 
Miss  Barshefsky  and  her  colleagues  who  are  tough  trade  nego- 
tiators are  successful  in  implementing  some  of  the  agreements  the 
Chinese  have  already  signed,  we  should  make  that  market  much 
more  transparent,  the  regulations  much  more  open.  Hopefully  they 
will  also  be  coming  up  with  an  exchange  rate  that  is  set  by  the 
market  so  if  we  can  open  up  that  society  this  kind  of  gray  market 
problem  should  be  reduced  and  our  relative  disadvantage  should  be 
reduced. 

Finally  I  would  point  out  this  underlines  for  me,  at  least,  why 
you  need  political  reform  as  well  as  economic  reform  over  the  long 
run  and  indeed  over  the  short  run.  A  free  press  will  help  you  get 
at  the  problems  of  corruption  which  have  a  lot  to  do  ^vith  the  gray 
market  that  we  are  talking  about.  It  gets  at  nepotism  which  is  a 
very  serious  problem  in  China.  The  rule  of  law  will  protect  invest- 
ments and  will  help  regulate  that  market,  so  therefore  I  think  this 
underlines  the  need  for  political  reform  in  China  as  well  as  eco- 
nomic reform. 

Chairman  Gibbons.  Well,  just  from  what  you  tell  me  and  from 
the  statistics  we  look  at,  it  would  appear  that  China  is  taking  full 
advantage  of  our  open  market  or  relatively  open  market.  It  is  not 
getting  any  advantage  apparently  from  the  European  market.  Ap- 
parently with  other  markets  they  have  a  trade  deficit.  It  looks  like 
they  are  just  using  us  to  exploit  their  ability  to  gain  dollars  and 
then  spend  their  dollars  somewhere  else.  That's  what  it  looks  like 
to  me. 
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Ms.  Barshefsky.  Mr.  Chairman,  let  me  point  out  that  China's 
trade  deficit  with  the  European  Community  is  now  $13  bilHon  and 
growing,  so  it  would  not  be  correct  to  say  that  China  is  only  ex- 
ploiting the  United  States.  I  think  the  issue  is  not  one  of  closing 
the  U.S.  market  to  Chinese  goods.  From  the  point  of  view  of  this 
administration,  which  is  very  jobs  £ind  export  oriented,  the  issue  is 
to  enhance  U.S.  export  opportunities  in  China  by  opening  that  mar- 
ket and  to  bring  China's  market  more  on  a  par  with  market  access 
opportunities  in  the  United  States. 

Mr.  Lord.  We  have  significant  opportunities,  Mr.  Chairman,  not 
only  in  seeking  full  implementation  of  the  access  agreement 
reached  under  301  negotiations  and  intellectual  property  rights 
agreement  but  also  China's  desire  to  accede  to  the  GATT,  and  in 
order  to  qualify  for  that  they  are  going  to  have  to  make  their  sys- 
tem much  more  GATT  consistent.  I  think  this  is  in  China's  inter- 
ests and  it  will  certainly  be  in  our  interests. 

Chairman  GffiBONS.  Well,  if  the  Chinese  are  ininning  an  $18  bil- 
lion surplus  with  us,  or  in  other  words,  we  are  running  an  $18  bil- 
lion deficit  with  the  Chinese  and  the  Europeans  are  running  a  $13 
billion  deficit  with  the  Chinese,  where  is  all  this  hard  currency 
being  spent?  Are  they  hoarding  it  or  what  are  they  doing  with  it? 

Ms.  Barshefsky.  Well,  Mr.  Chairman,  China's  foreign  exchange 
reserves  are  very  large,  the  sixth  largest  in  the  world  and  right 
afl^r  that  of  the  United  States.  Perhaps  that  is  a  partial  answer 
to  your  question. 

Chairman  Gibbons.  Is  it  going  to  Japan  or  where  is  it  going? 

Ms.  Barshefsky.  Over  the  next  2  years,  China  has  apparently 
committed  to  a  $300  billion  investment  project  program,  relating 
largely  to  infrastructure,  and  I  assume  that  some  of  those  funds 
are  going  to  be  put  in  that  direction. 

Chairman  Gibbons.  Well,  I  would  like  to  follow  that  a  little  fur- 
ther. I  realize  that,  as  a  developing  country,  China  has  a  tendency 
to  run  trade  surpluses  in  order  to  plow  it  into  development.  It  wor- 
ries me  that  deficits  of  that  magnitude  with  Europe  and  with  the 
United  States  are  apparently  not  being  responded  to  even  on  a 
multilateral  basis.  It  just  worries  me.  There  is  probably  a  whole  lot 
there  that  I  just  don't  understand,  and  if  you  would  try  to  educate 
me  on  that  subject  as  we  go  along  this  year,  I  would  appreciate  it, 
particularly  since  this  committee  is  going  to  China  in  August.  We 
will  be  very  interested  in  that. 

Mr.  Lord.  Perhaps  it  would  be  of  use  to  the  committee  if  USTR 
submitted  some  statistics  on  China's  trade  with  various  countries 
in  the  last  few  years. 

Chairman  Gibbons.  That  could  help  us,  yes. 

Mr.  Matsui. 

Mr.  Matsui.  Thank  you  very  much,  Mr.  Chairman.  I  would  like 
to  commend  both  Secretary  Lord  and  USTR  for  the  work  they  have 
done  on  this  proposal  and  the  whole  issue  of  MFN  status.  If  one 
compares  where  we  were  12  months  ago  to  where  we  are  today,  I 
think  we  have  made  remarkable  progress  in  terms  of  the  under- 
standing of  this  issue  and  where  we  want  to  take  the  issue.  I  want 
to  commend  both  of  you  for  the  work  that  you  have  done.  Certainly 
Representative  Pelosi  deserves  a  great  deal  of  credit  as  you  have 
mentioned.  Secretary  Lord,  for  her  handling  of  this  matter  over  the 
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last  4  months  in  terms  of  bringing  a  consensus  together.  I  think 
we  do  speak  as  one  voice  at  least  in  the  Congress,  and  in  the  ad- 
ministration as  well. 

I  would  like  to  further  make  the  observation  that  reading  over 
these  conditions  and  knowing  the  feeling  of  the  President  on  this 
issue  that  they  are  not  weak  conditions.  In  fact,  the  five  conditions 
laid  out  in  the  Executive  order,  when  they  are  enforced,  will  be  ex- 
tremely difficult  for  the  Chinese  to  achieve,  and  I  would  hope  that 
the  Chinese  understand  that  this  is  a  very  serious  effort  on  the 
part  of  the  President.  Certainly  members  of  the  committee  and 
Members  of  the  House  will  follow  this  matter  to  make  sure  that 
thev  are  fulfilled,  because  we  know  that  if  they  are  not  fulfilled  and 
if  the  President  should  not  follow  up  on  this  12  months  from  now, 
we  are  going  to  be  back  where  we  were  in  1992  or  1991.  We  would 
hope  that  the  Chinese  understand  that  this  is  not  a  matter  of  im- 
agery but  it  is  very  substantive,  and  it  is  something  that  we  are 
going  to  be  following.  We  expect  them  to  fulfill  the  conditions  that 
are  laid  out. 

The  business  community  understands  that  these  conditions  are 
tough,  but  they  are  also  flexible  in  the  sense  that  the  President  has 
a  number  of  different  approaches  that  he  will  be  able  to  take.  You 
have  decoupled  the  issue  of  proliferation  in  trade  and  now  MFN  is 
attached  to  human  rights,  and  I  think  there  are  a  number  of  ap- 
proaches the  administration  can  take  in  order  to  achieve  the  goals 
set  forth  in  the  Executive  order.  I  would  like  to  make  one  observa- 
tion, and  I  think  Chairman  Gibbons  raised  the  issue,  that  to  some 
extent  this  whole  debate  on  linking  MFN  status  with  human  rights 
which  began  in  1989,  has  prevented  us  from  really  reviewing  the 
larger  issue  that  all  of  us  are  trying  to  deal  with  at  this  particular 
time.  We  really  haven't  reviewed  our  relationship  with  China  since 
1979  when  President  Carter  actually  formalized  relationships  with 
China,  and  I  believe  it  was  1976  when  President  Nixon  and  then 
National  Security  Adviser  Kissinger  began  a  dialog  with  the  Chi- 
nese. I  don't  think  we  have  reviewed  that  relationship  over  the  last 
20  years,  and  with  the  fall  of  the  Berlin  Wall,  the  crumbling  of  the 
Soviet  empire  and  now  with  the  Chinese  heavily  engaged  in  mod- 
ernization of  their  economy  and  opening  up  trade  relations  with 
the  United  States  and  other  countries  as  well,  and  it  is  my  hope 
that  you  will  also  review  our  relationship  with  China  because  I 
think  we  are  in  a  rather  unique  situation. 

We  have  basically  a  nonmarket  economy  that  is  trying  to  move 
to  a  market  economy,  but  with  a  repressive  regime.  At  the  same 
time  we  are  playing  by  GATT  rules  and  we  don't  even  know  what 
kind  of  rules  that  they  are  playing  by.  Trade  is  probably  the  para- 
mount relationship  between  the  two  countries  now  that  we  don't 
have  the  Soviet  Union  to  deal  with,  and  so  somehow  over  the  next 
few  years  I  think  USTR,  which  will  have  to  be  major  players  in 
this,  and  the  State  Department  and  the  National  Security  Council 
and  others  in  the  administration,  will  really  have  to  come  up  with 
a  new  China  policy.  Perhaps  you  can  respond  to  that  because  I 
think  it  is  going  to  be  vitally  important. 

Obviously  we.  Chairmen  Gibbons  and  Rostenkowski  and  others, 
imagine  Mr.  Hamilton  will  expect  to  play  a  significant  role  in  the 
development  of  that  policy  as  well. 
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Mr.  Lord.  Let  me  make  a  few  comments.  My  colleague  may  wish 
to  as  well. 

First,  I  thank  you  for  your  helpful  comments  on  the  President's 
Executive  order  and  his  attempt  to  balance  various  interests,  and 
I  think  it  is  reflected  in  the  wide  support  for  his  policy.  I  believe 
that  China  policy  has  been  under  rather  continual  review.  Cer- 
tainly in  this  administration  we  undertook  in  the  early  months  an 
interagency  study  of  our  China  policy,  the  broader  aspects  of  it,  not 
just  the  MFN,  and  how  MFN  fit  into  that.  And  we  are  planning 
now  that  we  are  getting  to  this  period  with  respect  to  the  MFN  de- 
bate further  strategic  review  in  the  Government  what  our  strategy 
should  be,  not  only  the  remainder  of  this  administration  which  we 
have  already  looked  at  in  the  early  months  but  specifically  in  the 
wake  of  the  MFN  decision  and  debate  which  we  hope  will  be  sup- 
port for  the  President's  decision,  how  do  we  make  progress,  for  ex- 
ample, between  now  and  next  June  so  that  we  will  be  in  the  best 
possible  position  to  continue  hopefully  to  extend  MFN,  and  in  that 
regard  I  can  already  foreshadow  that  part  of  that  strategy,  I  am 
sure,  will  be  engagement  with  the  Chinese  of  meetings  and  trips 
back  and  forth  at  various  levels  to  try  to  make  progress  in  each  of 
the  areas  that  we  mention. 

I  would  expect  within  the  next  couple  of  months  visitors  to  China 
and  coming  this  direction  to  work  on  some  of  the  very  problems 
that  are  mentioned  in  the  Executive  order.  There  is  no  question 
that  we  should  continue  to  keep  this  relationship  under  review.  We 
have  on  the  political  side  the  major  changes  in  the  post-Cold  War 
world,  and  my  statement  I  didn't  read  every  last  sentence,  but  I 
indicated  why  China  is  important  in  many  of  these  areas,  perma- 
nent seat  at  the  United  Nations,  nuclear  weapons  power,  the 
world's  largest  population,  its  impact  on  various  regional  and  glob- 
al issues.  On  the  regional  side,  for  example,  it  has  been  consjtruc- 
tive  on  the  Korean  nuclear  question,  somewhat  constructive  on 
Cambodia.  When  you  talk  about  the  environment  or  narcotics  or 
even  AIDS,  refugees,  some  of  these  newer  problems  coming  over 
the  horizon,  China  is  going  to  be  very  significant. 

Then  on  the  economic  front  it  is  making  this  major  change  to- 
ward a  more  market  economy  and  is  progressing  very  quickly  in- 
deed. So  we  have  all  these  considerations  in  mind,  and  they 
factored  into  our  strategy  and  into  this  Executive  order.  At  the 
same  time,  we  have  seen  their  practices  in  trade  that  have  been 
outlined  this  morning.  We  have  very  deep  concerns  about  prolifera- 
tion of  great  interest  to  many  Members  of  Congress  and  certainly 
to  the  President,  and  the  human  rights  abuses  remain  and  persist 
even  though  the  system  is  gradually  opening  up  because  of  the  im- 
pact of  the  opening  to  the  outside  world  and  economic  reforms,  so 
the  President  has  tried  in  this  changing  post-Cold  War  world  with 
the  changing  Chinese  economy,  but  with  these  continuing  abuses 
and  concerns  in  Chinese  society,  to  devise  a  strategy  that  can  bal- 
ance these  various  interests. 

We  believe  the  Executive  order  does  that,  but  I  take  your  point 
and  we  will  certainly  implement  your  point  that  we  have  got  to 
keep  reviewing  our  policy  and  see  where  we  go  from  here. 

Ms.  Barshefsky.  Congressman,  I  would  echo  the  remarks  made 
by  Ambassador  Lord,  and  add  that  the  administration  would  be 
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very  pleased  to  work  with  the  Congress  on  the  continuing  develop- 
ment of  the  China  policy.  There  is,  of  course,  great  expertise  on 
this  issue  in  your  committee  as  well  as  in  other  committees  of  the 
Congress.  There  will  be  reconvened  an  interagency  group  now  that 
the  MFN  decision  has  been  made  for  this  year  to  review  once  again 
the  ways  in  which  the  United  States-China  relationship  can  be- 
come more  predictable  while  at  the  same  time  continue  to  serve  the 
range  of  U.S.  interests  which  are  apparent  with  respect  to  our 
China  relationship,  and  in  that  continuing  review  of  that  policy  as 
a  prelude  to  next  year's  MFN  decisions,  we  will,  of  course,  work 
closely  with  the  Congress. 

Mr.  Matsui.  I  would  hope  so  because  once  your  policy  with  re- 
spect to  Japan  is  firmly  established  and  once  the  Japanese  begin 
to  realize  that  you  mean  business,  hopefully  that  relationship  will 
stabilize.  It  may  take  a  few  years,  but  certainly  we  hope  that  it 
would  stabilize. 

I  think  you  are  going  to  hear  a  lot  more  from  the  Congress  over 
the  years  because  of  the  trade  imbalance  and  other  issues  that  will 
undoubtedly  come  up  with  respect  to  China.  We  are  going  to  be  giv- 
ing 1-minute  speeches  and  special  orders  over  the  next  few  years, 
and  it  is  going  to  be  very  important  that  we  at  least  have  some 
g^deposts  so  that  we  know  how  to  respond  to  various  areas  with 
respect  to  the  Chinese. 

For  example,  one  area  I  think  we  are  going  to  have  to  be  in- 
volved in  over  the  next  few  months  will  be  the  issue  of  the  Olym- 
pics. There  is  no  question  the  Chinese  probably  consider  the  Olym- 
pics as  important  as  MFN  status.  At  the  same  time  that  is  wonder- 
ful leverage  for  the  other  countries  that  have  relations  with  the 
Chinese.  I  don't  know  if  you  want  to  reward  the  Chinese  with  the 
Olympics  in  the  year  2000,  given  their  society  and  the  way  they 
treat  their  own  citizens.  When  it  came  to  Korea  a  few  years  ago, 
there  was  a  relatively  open  society  compared  to  the  Chinese.  We 
didn't  demand  it,  but  they,  at  least  for  a  while,  cleaned  some  of 
their  act  up,  and  I  think  it  went  a  long  way  in  lessening  some  of 
the  repression.  But  it  seems  inconceivable  that  we  would  support 
the  Chinese  on  the  Olympics  issue.  We  need  to  develop  some  poli- 
cies as  to  how  we  can  all  respond  in  that  area. 

Mr.  Lantos,  for  example,  has  legislation  in  a  sense  of  the  Con- 
gress resolution,  and  I  support  it.  I  think  Representative  Pelosi  has 
as  well.  It  is  my  belief  that  there  are  a  lot  of  other  areas  besides 
MFN  status  in  which  we  can  engage  ourselves,  and  that  we  must 
begin  to  do  it  and  highlight  it  so  that  it  becomes  an  area  that  we 
can  all  get  behind.  Perhaps  you  can  respond.  I  don't  know  if  you 
really  have  a  policy  on  the  Olympics  yet,  and  I  wouldn't  suggest 
that  you  do,  but  it  would  be  something  I  would  hope  for. 

Mr.  Lord.  Well,  first  of  all,  on  the  general  question  of  using  var- 
ious instruments  besides  MFN,  that  is,  of  course,  what  the  Presi- 
dent is  attempting  to  do  attaching  conditions  in  the  human  rights 
area  only,  but  very  serious  about  pursuing  trade  and  proliferation 
concerns  through  other  instruments,  and  as  Congresswoman  Pelosi 
pointed  out,  for  instance,  in  the  proliferation  area  some  of  the  sanc- 
tions available  to  us  are  much  more  damaging  potentially  to  Chi- 
nese interests  if  they  violate  agreements  than  MFN  revocation,  so 
we  are  trying  to  broaden  the  pattern  of  our  relationship  and  not 
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have  the  entire  China  policy  revolve  around  the  annual  debate  on 
MFN. 

On  the  Olympics,  I  agree  that  is  a  major  incentive  for  China  to 
clean  up  its  act.  Of  course,  it  cleaned  up  its  air  by  refusing  to  even 
let  its  people  bum  coal  while  the  Olvmpic  oflTicials  were  in  town  be- 
cause they  didn't  want  it  to  look  like  there  was  a  polluted  atmos- 
phere. They  are  going  to  rather  extraordinary  efforts  to  gain  this 
international  legitimacy.  The  U.S.  Government  has  no  official  posi- 
tion on  this  that  I  am  aware  of.  I  can  only  speak  personally. 

My  own  view  is  that  how  they  treat  their  citizens  should  be  a 
factor  in  how  the  Olympic  Committee  decides  on  whether  China 
gets  the  Olympics  or  not  but  the  U.S.  Government  does  not  have 
an  official  position  on  it. 

Mr.  Matsui.  You  may  not  want  to.  I  understand  they  have  to 
make  a  decision  shortly  on  that. 

Mr,  Lord.  September,  I  believe. 

Mr.  Matsui.  Is  it  September?  I  would  hate  to  wait  until  the  year 
2000 — I  guess  that  is  when  they  really  want  it — before  they  clean 
up  their  act.  That  would  be  some  leverage,  perhaps  not  by  the  Gov- 
ernment oflficiallv.  but  certainly  we  as  individual  members  and  oth- 
ers would  probably  want  to  get  involved  in  that  decision.  Again,  I 
would  like  to  thank  both  of  you  for  the  kind  of  work  that  you  have 
been  doing,  particularly  on  this  issue  because  I  think  you  have  cre- 
ated a  situation  where  we  have  a  unified  voice.  It  is  obviously  very 
important  that  we  do.  Thank  you. 

Mr.  Coyne.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  obviously, 
there  was  a  decision  made  to  delink  trade  and  weapons  prolifera- 
tion prior  to  putting  this  proposal  forward  by  the  administration. 
What  was  the  administration's  rationale? 

Mr.  Lord.  The  basic  rationale  is  that  in  those  two  areas  we  have 
many  effective  instruments.  For  example,  in  the  trade  area  301  ne- 
gotiations which  already  produced  some  promising  a^eements  still 
to  be  implemented  fully  by  the  Chinese.  We  have  their  desire  to  get 
into  the  GATT  which  certainly  gives  us  leverage  to  open  up  that 
market,  et  cetera. 

In  the  proliferation  area  we  have  various  nuclear  and  missile-re- 
lated types  of  legislation,  the  Helms  amendment,  other  tools  avail- 
able to  us  to  Dress  our  concerns  in  that  area,  so  we  felt  that  we 
could  vigorously  pursue  these  areas,  and  equally  important,  very 
important  to  the  administration  through  other  instruments,  but 
frankly  in  the  human  rights  area  there  are  less  available  instru- 
ments beyond  diplomatic  pressure  and  international  norms,  and 
also  human  rights  in  keeping  with  the  history  of  the  Jackson-Vanik 
amendment,  so  I  think  it  is  a  desire  to  use  a  variety  of  instru- 
ments, not  load  everything  on  MFN,  but  use  the  considerable  lever- 
age that  we  have  on  MFN  given  China's  economic  interest  and  its 
huge  surplus  with  us  to  press  in  the  area  of  human  rights,  and  the 
President  is  very  serious  about  using  it  for  that  purpose. 

We  hope  we  can  make  good  progress  over  the  coming  year. 

Mr.  Coyne.  Has  the  Chinese  Government  responded  to  the  Presi- 
dent's proposal?  If  so,  what  has  been  the  the  nature  of  the  re- 
sponse? 

Mr.  Lord.  They  responded  both  publicly  and  privately,  and  I 
think  the  responses  are  consistent,  but  they  have  made  clear  all 
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along,  and  they  have  made  this  clear  for  years  that  they  do  not  be- 
lieve any  conditions  should  be  attached  to  MFN,  and  that  is  not  a 
surprising  position  for  them  to  take.  So  they  have  in  effect  said 
they  do  not  believe  this  is  a  wise  decision.  They  have  not,  however, 
threatened  any  particular  retaliation,  and  we  would  hope  to  engage 
them  in  serious  negotiations  over  the  coming  year  in  order  to  make 
progress,  but  they  do  not  like  this  decision.  I  don't  wish  to  charac- 
terize the  strength  of  their  response,  but  let  me  say  that  I  think 
we  should  watch  what  they  do  and  not  what  they  say. 

Mr.  Coyne.  Thank  you. 

Chairman  Gibbons.  Mrs.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman,  and  thank  you  very 
much,  both  of  you,  for  your  really  excellent  testimony. 

Ambassador,  this  year  the  United  States  is  chair  of  the  15-nation 
Asian  Pacific  Economic  Cooperation  Group,  APEC.  How  do  you 
plan  to  use  the  chairmanship  of  this  group  this  year  as  a  forum  to 
address  the  trade  problems  and  the  political  problems  that  you 
have  outlined  in  your  testimony? 

Mr.  Lord.  I  would  also  like  my  colleague  to  respond  to  this,  too, 
because  I  think  there  is  a  great  interest  in  APEC  throughout  the 
U.S.  Government.  I  know  Mr.  Kantor,  for  example,  is  extremely  in- 
terested in  APEC  as  is  Mr.  Christopher  and  the  President  himself. 

First  of  all,  we  consider  APEC  the  most  promising  regional  trade 
organization  in  Asia.  It  does  consist  now  of  15  members,  including, 
I  might  add,  China,  Taiwan,  and  Hong  Kong,  in  the  world's  most 
dynamic  and  fastest  growing  economic  region.  We  are  hosts  this 
year.  We  are  considering  whether  it  will  be  at  the  ministerial  level 
where  it  has  traditionally  been  or  whether  in  response  to  the  sug- 
gestions of  Australian  leader.  Prime  Minister  Keating  and  others, 
it  should  be  raised  to  Heads  of  State.  This  may  well  happen  some 
day,  and  we  agpree  in  principle  it  should  happen  some  day.  We  don't 
know  whether  we  will  do  it  yet  this  November. 

APEC  has  only  been  in  existence  for  a  few  years.  We  think  it  is 
promising  now.  It  has  a  permanent  Secretariat,  and  we  have  var- 
ious working  groups.  We  want  to  make  those  groups  more  working 
and  more  focused.  We  have  floated  a  trade  and  investment  frame- 
work suggestion  which  would  give  much  more  substance  to  APEC 
generally,  and  we  are  getting  the  responses  of  our  partners.  We 
hope  to  make  major  progpress  in  that  area  by  this  fall  as  well  as 
on  investment  principles.  It  is  an  example  of  a  multilateral  ap- 
proach to  get  to  your  question  more  directly,  along  with  the  Uru- 
guay Round  and  NAFTA  and  other  areas  where  many  trade  prob- 
lems can  sometimes  be  treated  more  constructively  than  always 
getting  into  bilateral  disputes.  It  is  in  its  infancy.  We  are  goin^  to 
have  to  make  sure  it  gets  more  substantive,  but  I  think  over  time 
it  can  help  us  with  our  problems  with  countries  like  China  or,  for 
example,  Japan  where  you  can  make  clear  that  there  is  a  global 
problem,  for  example,  with  Japan's  imbalances  and  not  just  a  U.S. 
bilateral  problem. 

I  can't  give  you  any  specific  way  it  is  going  to  fix  in  the  near 
term  our  problems  with  China,  but  I  think  over  the  longer  run  this 
regional  and  multilateral  approach  can  be  very  constructive  by  hav- 
ing all  nations  engage  with  those  countries  who  have  unfair  trade 
practices,  for  example,  and  increasing  the  pressure  on  them  to  lib- 
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eralize  their  markets,  but  I  would  like  my  colleague  to  add  if  she 
would  like  to. 

Ms.  Barshefsky.  Yes,  Congresswoman,  the  Asian  nations  are 
the  fastest  growing  nations  in  the  world.  It  is  critical  that  the  Unit- 
ed States  be  as  anchored  in  Asia  in  trade  terms  as  it  is  in  Europe 
and  as  it  will  be  in  Latin  America.  There  are  a  number  of  ways 
in  which  we  would  wish  to  pursue  that  goal. 

One,  of  course,  is  through  GATT  mechanisms,  the  extent  to 
which  substantial  market  access  packages  can  be  negotiated  within 
GATT.  A  second  is  through  the  APEC  process.  The  APEC  is  a  sig- 
nificant forum  in  large  part  because  you  have  China,  Hong  Kong, 
and  Taiwan  all  in  the  same  forum.  This  is  quite  unusual.  In  large 
part  because  the  United  States  is  viewed  as  an  important  force 
within  APEC  as  a  force  of  balance,  and  in  part  because  we  have 
in  one  group  the  United  States,  China,  and  Japan,  all  of  whom,  ob- 
viously, are  key  trading  partners,  one  with  the  other.  This  is  a  very 
important  forum  for  the  pursuit  by  the  United  States  of  greater  un- 
derstanding within  that  region,  of  a  greater  focus  by  the  United 
States  on  that  region,  and  a  growing  mutuality  of  interest  among 
the  United  States  in  that  region. 

Finally,  of  course,  we  have  our  bilateral  initiatives  which  we 
wish  to  pursue  in  Asia  not  only  with  Japan,  not  only  with  China, 
but  with  the  ASEAN  nations  as  well  and  others  over  time.  The 
sum  total  of  these  approaches  to  trade  are  simply  to  underscore 
that  as  we  look  at  U.S.  commercial  interests  those  interests  must 
be  pursued  not  only  with  our  traditional  Eurocentric  view,  not  only 
with  respect  to  Latin  America  and  the  current  focus  on  NAFTA, 
but  most  particularly  with  respect  to  the  Asian  economies. 

Mrs.  Johnson.  Thank  you  very  much.  Ambassador  Barshefsky. 
I  am  glad  to  hear  of  the  breadth  of  endeavors  that  you  are  under- 
taking, both  of  you,  in  that  region.  I  agree  with  you  absolutely  that 
all  of  those  things  are  necessary. 

I  wonder.  Ambassador  Lord,  what  are  you  doing  to  coordinate 
our  policy  in  China  specifically  with  those  policies  of  some  of  our 
European  partners? 

Mr.  Lord.  Well,  we  consult  closely  with  them,  keep  them  in- 
formed on  what  we  are  doing.  We  don't  always  see  eye-to-eye,  but 
we  are  trying  to  have  as  united  a  front  as  possible. 

On  human  rights  I  think  there  is  quite  a  bit  of  a  consensus  in 
pressing  these  concerns  with  China.  Many  delegations  have  gone 
there  fi"om  Europe,  and  they  have  taken  some  fairly  positive  stands 
on  that.  On  trade  they  do  not  condition  MFN  as  we  do.  On  non- 
proliferation  I  think  they  share  our  concerns  and  have  weighed  in 
with  them,  so  it  varies  from  issue  to  issue,  but  we  do  stay  in  close 
contact  with  them,  and  particularly  in  close  contact,  of  course,  with 
Japan  and  our  Asian  allies  who  have,  if  anything,  even  more  direct 
interest  in  China. 

Mrs.  Johnson.  This  is  just  a  reflection  of  my  ignorance  in  this 
area.  I  am  a  new  member  of  this  Trade  Subcommittee,  although 
not  new  in  my  interest  to  trade,  but  why  can  we  not  push  Taiwan's 
acceptance  by  GATT  more  aggressively?  It  seems  to  me  that  Tai- 
wan is  an  important  trading  nation  that  has  complied  with  a  lot 
of  the  GATT  requirements.  Where  does  that  rest  and  how  much 
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power  does  China  have  to  prevent  Taiwan  from  gaining  entrance 
toGATT? 

Ms.  Barshefsky.  Let  me  answer  your  question  this  way.  The 
United  States  views  the  accession  of  China  to  GATT  and  the  acces- 
sion of  Taiwan  to  GATT  as  important  events  which  are  not  Hnked 
one  to  the  other.  That  is  not  the  view  of  other  trading  partners  who 
do  have  a  tendency  to  Hnk  China's  and  Taiwan's  accession  to  the 
GATT.  That  is  that  one  should  not  be  able  to  accede  before  the 
other.  There  is  no  timetable  in  the  view  of  the  United  States  for 
either  the  accession  of  Taiwan  or  the  accession  of  China. 

The  key  from  the  United  States  point  of  view  is  that  an  accept- 
able protocol  of  accession  be  negotiated  under  which  full  GATT 
rules  and  disciplines  would  apply  to  Taiwan  and  to  China.  That  is 
the  United  States  position  with  respect  to  China.  There  has  been 
four  working  party  meetings  on  China's  accession  to  the  GATT  as 
well  as  bilateral  discussions  in  Beijing.  China  is  not  at  this  junc- 
ture proposing  to  accede  to  GATT  on  terms  which  are  at  all  accept- 
able to  the  IJnited  States;  that  is,  that  China  views  itself  largely 
as  a  market  economy  regime  whose  trade  rules  and  practices  are 
already  in  conformance  with  the  GATT.  This  is  plainly  not  the 
case,  and  therefore  to  the  extent  China  pursues  this  line  of  argu- 
mentation, its  accession  to  the  GATT  will  only  be  delayed. 

Mrs.  Johnson.  Thank  you  very  much.  I  appreciate  that. 

Ambassador  Lord,  in  conclusion,  I  wrote  Secretary  Christopher 
March  30  and  received  a  reply  from  him  May  19  on  a  sort  of  com- 
plicated matter  having  to  do  with  Sikorski  helicopters  in  China. 
Now  that  the  President  has  made  his  decision  to  extend  MFN  for 
another  year,  I  would  like  to  pass  that  correspondence  on  to  you 
and  see  if  you  could  review  the  decision  that  was  made  earlier  be- 
cause, on  the  basis  of  safety  and  on  the  basis  of  competitiveness, 
I  think  this  decision  deserves  to  be  reversed  for  a  year.  Sikorski 
sold  the  Chinese  24  helicopters.  Ten  are  now  grounded  because 
they  are  unsafe,  because  they  haven't  been  repaired  because  we 
had  to  withdraw  our  technicians. 

The  complexity  arises  from  the  fact  that  part  of  this  project  is 
designated  as  Department  of  Commerce  and  part  is  designated  as 
State.  I  won't  bore  you  with  the  details,  but  I  would  like  to  ask  you 
to  review  it  and  see  if  it  is  possible  to  extend  the  right  for  the  tech- 
nicians to  return  for  a  year  so  that  we  don't  leave  ourselves  so  ex- 
posed to  the  bids  of  our  competitors  to  reengine  those  helicopters 
and  take  the  follow-on  controls.  Also  it  is  being  used  as  an  example 
of  America's  unreliability,  and  so  it  has  a  certain  symbolic  impor- 
tance at  this  time  as  well.  If  you  wouldn't  mind,  I  will  hand  you 
that  correspondence. 

Mr.  Lord.  We  will  certainly  take  a  very  hard  look  at  it  again, 
yes. 

Mrs.  Johnson.  Thank  you  both  for  your  excellent  testimony. 

Chairman  Gibbons.  Mr.  Payne. 

Mr.  Payne.  Thank  you  very  much,  Mr.  Chairman,  and  thank 
you,  Mr.  Secretary  and  Ms.  Barshefsky  for  your  testimony.  I  would 
also  thank  you  for  the  work  that  you  personally  did  to  produce  the 
Executive  order  which  is  one  that  is  balanced  and  one  that  I  sup- 
port, because  I  think  it  will  assist  us  in  terms  of  American  eco- 
nomic growth  in  competitiveness  and  employment,  and  at  the  same 
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time  it  will  address  the  issues  in  our  relations  through  a  channel 
that  needs  to  be  addressed,  the  human  rights  issue,  the  arms  pro- 
liferation, nuclear  proliferation  and  importantly  trade  reform. 

I  would  like  to  take  just  a  couple  minutes  to  talk  about  trade  re- 
form. As  it  has  been  stated,  if  we  are  to  have  successful  trade  re- 
form and  a  trade  relationship  with  China,  then  it  must  be  both  re- 
ciprocal and  it  must  be  fair.  I  have  been  encouraged  by  what  I  have 
heard  about  reciprocity  and  what  is  being  discussed  and  what  will 
be  done  to  fully  implement  the  market  access  agreements  that  we 
reached  last  year,  and  I  think  this  is  a  very  important  step  towards 
reciprocity. 

The  fairness  issue  which  you  touched  on,  Ms.  Barshefsky,  is  a 
different  issue,  and  it  has  been  estimated  as  you  point  out  that  as 
much  as  $2  billion  and  some  people  say  as  much  as  $4  billion  in 
clothing  entered  the  United  States  last  year  through  trans- 
shipments. In  other  words  they  had  a  false  country  of  origin  that 
was  on  the  goods  as  they  arrived  in  this  country,  and  certainly  this 
is  not  fair  and  certainly  it  is  not  an  acceptable  trade  practice. 

I  am  working  with  several  colleagues  here  in  the  House  and  on 
the  Senate  side  at  the  present  time  drafting  legislation  that  will 
take  tougher  action  against  countries  who  habitually  and  know- 
ingly engage  in  transsnipment  of  textile  goods.  I  understand  that 
the  bilateral  trade  agreements  concerning  textiles  between  China 
and  the  United  States,  those  discussions  will  be  going  on  later  this 
year,  and  I  would  like  to  work  with  you  and  with  your  office  to  in- 
corporate tougher  penalties  and  disincentives  to  China  if  it  contin- 
ues to  transship  clothing  and  if  it  continues  to  transship  textiles. 

I  suppose  if  I  had  a  question  it  would  be  questioning  your  will- 
ingness to  work  with  us  in  terms  of  accomplishing  that  goal. 

Ms.  Barshefsky.  Yes,  Congressman,  there  is  no  question  that  we 
would  be  very  pleased  to  work  with  you.  As  I  indicated  in  my  testi- 
mony, the  transshipment  issue  is  a  very  troubling  issue.  Estimates 
by  U.S.  Customs  are  now  that  textile  transshipments  exceed  $2  bil- 
lion a  year.  As  I  said  also  in  my  testimony,  if  China  is  unable  or 
unwilling  to  accept  its  obligations  to  trade  fairly  in  textiles,  then 
the  admmistration  will  consider  very  substantial  alteration  in  the 
way  in  which  this  trade  is  conducted.  We  are  in  the  process  now 
of  considering  various  options  with  respect  to  the  transshipment 
problem,  and  we  would  be  very  delighted  to  sit  down  with  you  fur- 
ther on  that. 

I  don't  want  to  go  into  specifics  here,  but  I  can  say  that  as  a 
starting  point  we  will  seek  tough  new  language  in  our  bilateral 
agreements  with  the  Chinese,  and  we  are  determined  to  take  a 
very  resolute  line  on  this  issue. 

Mr.  Payne.  Well,  that  is  very  encouraging,  and  we  certainly  look 
forward  to  working  with  you  on  that  very  important  issue.  I  would 
like  to  ask  one  other  question,  and  it  has  to  do  with  the  accession 
of  China  to  GATT.  You  have  spoken  about  why  the  United  States 
thinks  that  is  a  good  idea  and  other  nations  in  the  world.  Would 
you  comment  on  how  China  feels  about  its  accession  to  GATT, 
given  the  fact,  as  you  spoke  earlier,  that  they  are  very  involved  in 
the  gray  market?  GATT  likely  would  eliminate  many  trading  prac- 
tices that  the  Chinese  are  now  working  with  and  what  then  is  their 
motivation  for  being  a  part  of  the  GAIT? 
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Ms.  Barshefsky.  Congnressman,  our  perception  is  that  China 
views  GATT  accession  as  a  critical  element  in  its  reentry  into  the 
international  community  in  gaining  international  acceptance  for 
China,  in  helping  to  legitimize,  if  you  will,  the  Chinese  regime,  and 
indeed  China  has  made  recent  noises  that  it  is  impatient  that  it 
is  taking  this  long  for  China  to  reenter  the  GATT.  We  view  GATT 
accession  as  a  veiy  important  issue  to  China  and  as  one  that  does 
create  for  the  United  States  leverage,  as  MFN  does,  as  the  Ol3an- 
pics  does  as  a  variety  of  other  trade-related  and  policy-related  ele- 
ments do. 

As  I  have  indicated,  the  United  States  takes  a  very  firm  Hne 
ysrith  respect  to  China's  accession  to  the  GATT.  We  would  welcome 
it.  We  think  that  that  is  a  positive  development.  We  think  it  is  in 
the  interest  of  the  United  States  and  the  world  community  that 
China  be  bound  by  international  norms  in  trade  and  economic  be- 
havior, and  so  we  would  look  forward  to  China's  accession  to  the 
GATT,  but  only  on  terms  which  are  acceptable  and  fall  within 
GATT  norms. 

Mr.  Lord.  If  I  can  add  to  that,  I  think  China  has  other  incentives 
and  if  they  got  into  GATT,  they  would  receive  concessions  from 
other  countries  in  exchange  for  their  concessions.  And  finally  there 
are  undoubtedly  disputes  within  the  Chinese  bureaucracy  about 
economic  policies,  and  those  who  do  wish  to  move  toward  a  more 
transparent,  more  open  economy,  more  market-oriented  economy  I 
think  secretly  welcome  the  pressure  of  the  international  commu- 
nity, including  ourselves,  to  make  them  GATT  consistent.  It  gives 
them  an  excuse  to  go  to  their  colleagues  who  are  perhaps  more  con- 
servative, if  I  could  use  shorthand  here,  and  say  we  have  got  to 
open  up  this  market  if  we  want  to  get  into  GATT,  so  I  think  there 
are  other  incentives  for  them  in  this  process. 

Mr.  Payne.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  Thank  you. 

Before  we  go  to  Mr.  Hoagland,  let  me  make  an  administrative 
announcement.  I  have  been  looking  over  the  list  of  other  witnesses, 
and  I  think  it  best  to  say  that,  when  we  conclude  this  panel,  we 
will  recess  until  1:30,  and  come  back  at  that  time  so  we  won't  nec- 
essarily hurry  the  remaining  panelists  we  have  before  us  this 
morning. 

Mr.  Hoagland. 

Mr.  Hoagland.  Well,  thank  you,  Mr.  Chairman.  I  am  new  to  this 
committee  and  this  subject  matter,  and  none  of  this  comes  easy.  I 
wondered  if  you  all  might  give  me  your  thoughts  on  the  appro- 
priateness of  using  trade  sanctions  or  the  efficacy  of  using  trade 
sanctions  for  non trade  matters.  I  mean,  for  instance,  it  seems  to 
me  appropriate  and  time-tested  to  use  trade  sanctions  against  un- 
fair trade  practices  by  other  nations  along  the  lines  of  if  you  don't 
open  your  markets  to  our  goods,  we  will  close  our  markets  to  your 
goods.  That  makes  sense.  We  are  moving  more  towards  that  sort 
of  policy  with  Japan,  as  I  understand  the  policy  of  the  Office  of  the 
Trade  Representative,  but  I  really  question  how  effectively  we  can 
use — maybe  the  Chairman  has  some  observations  on  this,  too,  how 
effectively  we  can  use  trade  sanctions  to  bring  about  social  change 
in  another  country. 
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Earlier  I  used  the  example  of  what  our  attitude  would  be  if 
China  directed  us  to  change  our  policies  toward  capital  punishment 
in  exchange  for  trading  with  China,  what  our  attitude  would  be, 
and  how  likely  we  would  be  to  bring  about  those  changes  in  fact 
if  we  were  presented  with  that  kind  of  a  threat. 

Do  you  all  have  a  policy  on  that  issue?  Does  the  State  Depart- 
ment, for  instance,  Ambassador  Lord,  try  to  make  distinctions 
along  these  lines  or  have  a  policy  along  these  lines? 

Mr.  Lord.  First  of  all,  I  think  we  have  seen  that  it  can  be  eflFec- 
tive  to  answer  part  of  vour  question.  In  the  last  couple  of  years, 
on  the  eve  of  the  annual  debate  on  MFN  of  course,  the  previous  ad- 
ministration had  a  different  approach  to  this  policy,  but  under  the 
better  possible  congressional  action,  the  Chinese  made  some  ges- 
tures in  the  human  rights  field,  for  example,  as  well  as  signing  up 
on  some  of  these  trade  agreements  and  adhering  to  some  non- 
proliferation  agreements  in  order  to  preserve  MFN. 

Mr.  HoAGLAND.  You  are  using  the  word  "gestures."  Are  you  using 
that  word 

Mr.  Lord.  Some  were  meaningful.  Some  were  gestures.  We 
would  welcome  any  gestures.  I  think  the  signing  of  the  Market  Ac- 
cess Agreement,  the  Intellectual  Property  Rights  Agreement,  join- 
ing NPT  and  the  Missile  Technology  Control  Regime  are  more  than 
gestures.  We  are  watching  and  trying  to  strengthen  their  imple- 
mentation. 

Gestures  are  in  other  areas  where  they  may  release  somebody 
who  has  served  14  years  out  of  a  15-year  sentence.  That  is  to  be 
welcomed,  but  it  is  not  as  meaningful  as  a  much  wider  release.  The 
point  is  that  they  have  made  moves,  I  will  call  it  derivative  lever- 
age of  MFN,  and  I  think  it  shows  that  if  used  intelligently — and 
we  have  tried  to  use  it  in  recent  months  quietly — ^you  can  make 
progress  because  this  is  an  important  issue  in  terms  of  their  trade, 
their  investment  in  trade,  and  their  surplus. 

So  the  administration  has  crafted  a  policy  which  in  fact  as  you 
suggest  used  other  instruments  for  trade  and  other  non prolifera- 
tion issues,  not  MFN.  In  the  area  of  human  rights,  we  believe  it 
is  the  only  effective  leverage  beyond  diplomacy  that  we  have. 

We  have  tried  to  craft  conditions  that  are  reasonable  and  credi- 
ble and  firm  and  try  to  improve  the  lot  of  Chinese  citizens.  These 
are  not  arrogant  American  values  being  imposed  on  Chinese  soci- 
eties. These  are  international  norms  which  are  rights  the  Chinese 
agreed  to  under  the  U.N.  charter. 

They  are  perfectly  free  to  bring  up  abuses  in  our  society,  but  I 
would  stack  up  American  freedom  against  Chinese  freedom  any 
day  and  I  believe  certain  inalienable  rights,  where  there  is  a  threat 
to  distinct  cultures  like  the  Tibetan  culture,  that  these  kinds  of  is- 
sues are  legitimate  causes  for  American  foreign  policy  and  we  be- 
lieve we  have  crafted  a  realistic  way  to  try  to  make  progress  in 
these  areas. 

Ms.  Barshefsky.  As  you  know,  President  Clinton  met  with 
Prime  Minister  Miyazawa  recently  and  indicated  to  the  Prime  Min- 
ister that  the  United  States  felt  that  essential  elements  of  the 
United  States-Japan  relationship  was  economic  in  nature  and  that 
the  United  States  would  not  subordinate  economic  interests  to  var- 


S8 

ious  other  concerns  which  traditionally  had  overshadowed  the 
West's  economic  interests. 

We  are  seeing  a  balance  of  economic  and  other  interests  with  re- 
spect to  Japan.  In  this  same  way,  and  I  think  as  reflected  in  the 
administration's  MFN  policy  on  China,  the  administration  is  seek- 
ing a  balance  between  its  commercial  and  economic  interests  as 
well  as  other  interests. 

I  think  Ambassador  Lord  has  put  his  finger  on  the  process  when 
he  says  that  to  the  extent  trade  is  used  as  a  means  of  leverage  with 
respect  to  nontrade  issues,  that  leverage  must  be  used  carefully 
and  intelligently  and  to  the  extent  possible  quietly  for  maximum 
movement  on  the  part  of  countries  against  whom  the  policy  is  di- 
rected. 

The  difficulty  in  this  area  is  of  course  that  the  United  States  has 
strong  commercial  interests  worldwide,  but  the  United  States  also 
as  a  country  has  other  interests.  This  is  perhaps  most  overt  in  the 
case  of  issues  pertaining  to  human  rights,  but  there  are  other  is- 
sues as  well  as  to  which  in  trade  statutes  the  United  States  has 
recognized  nontrade  goals. 

So,  for  example  in  our  GSP  legislation,  there  are  explicit  provi- 
sions for  review  of  countries  who  gain  GSP  benefits  with  respect 
to  worker  rights.  That  is  with  respect  to  compliance  with  inter- 
national labor  organization  standards.  So  our  statutes  in  the  trade 
area  have  from  time  to  time  acknowledged  quite  explicitly  this 
combination  of  commercial  interests  coupled  with  other  interests 
and  the  key  I  think  in  this  area  is  to  strike  the  proper  balance  and 
to  do  so  and  to  apply  that  balanced  view  in  a  intelligent  manner. 

Mr.  Lord.  One  comment  on  the  promotion  of  human  rights  and 
democracy,  not  only  with  respect  to  China,  but  worldwide.  Obvi- 
ously we  should  not  do  this  arrogantly.  Obviously  one  has  to  take 
into  account  t?ieir  cultures  and  history,  but  also  one  has  to  reflect 
international  norms  as  contained  in  the  U.N.  charter  and  else- 
where. 

The  basic  point  I  would  like  to  make  is  that  I  believe  that  pro- 
moting more  open  societies  is  not  just  a  matter  reflecting  our  val- 
ues, something  for  which  we  should  not  apologize  and  something 
we  should  reflect  and  promote,  but  the  fact  that  open  societies  do 
not  make  war  on  one  another  and  therefore  you  have  a  more  se- 
cure, stable  world  with  more  open  societies.  They  make  better  trad- 
ing partners.  They  do  not  produce  refugees.  They  do  not  practice 
terrorism.  They  generate  popular  pressures  on  the  environment,  so 
you  don't  have  the  Chemobyls  of  the  world  in  open  societies. 

So  I  believe  there  are  concrete  American  interests  as  well  as  val- 
ues that  are  reflected  from  promotion  of  more  open  societies  and 
that  is  why  we  think  that  is  an  important  part  of  our  foreign  pol- 
icy. 

Mr.  HOAGLAND.  I  agree  completely.  Our  goal  is  to  have  China  gs 
open  a  society  as  possible,  and  our  goal  is  to  increase  the  multiplic- 
ity of  contacts  because  the  more  individual  members  of  that  culture 
are  exposed  to  our  culture,  presumably  the  more  the  two  cultures 
will  benefit  from  one  another.  The  goal  is  to  make  China  and  other 
countries  as  open  and  democratic  as  possible. 

My  point  is,  don't  we  do  better  in  the  long  run,  as  Mrs.  Johnson 
argued,  to  expand  commercial  contacts  to  the  greatest  degree  pos- 
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sible?  To  expand  social  contacts,  to  bring  tens  of  thousands  of  Chi- 
nese students  to  America  to  attend  our  universities,  as  we  do,  to 
do  everything  we  can  to  open  China's  society  by  increasing  con- 
tacts, and  not  take  precipitous  trade  actions  that  may  result  in 
their  signing  of  international  agreements  at  the  last  moment  under 
the  gun,  which  they  may  or  may  not  make  an  effort  to  enforce,  and 
which  may  release  people  from  prison  a  few  years  early,  but  I 
would  hate  to  sacrifice  any  real  contacts,  that  is,  Chinese  students 
coming  to  America,  for  illusory  things  that  we  try  to  impose  from 
Washington  through  our  trade  laws.  Instead,  let  those  individuals 
interested  in  importing  and  exporting  develop  a  huge  multiplicity 
of  contacts  with  China  toward  tne  goal  of  openness  rather  than  our 
trying  to  arbitrarily  make  judgments  in  Washington  that  will  dis- 
courage those  kind  of  contacts. 

That  is  my  concern,  particularly  when  we  lead  everybody  to  be- 
lieve that  trade  sanctions  are  going  to  bring  about  major  social 
change  in  China.  I  don't  think  we  can  change  a  country's  fun- 
damental attitudes  toward  human  rights  by  threatening  trade 
sanctions.  That  has  to  come  through  evolution  of  all  the  political 
processes. 

I  hate  to  see  us  cut  off  our  nose  to  spite  our  face  in  this  area. 

Ms.  Barshefsky.  Congressman,  let  me  assure  you  of  this.  It  is 
the  policy  of  USTR  to  negotiate  aggressively  for  market  access  in 
foreign  countries  to  U.S.  exports,  for  investment  access  to  foreign 
companies,  and  those  goals  will  be  pursued  resolutely  and  relent- 
lessly with  respect  to  China  of  course  as  well  as  with  respect  to  all 
of  our  trading  partners. 

Mr.  HOAGLAND.  That  is  where  our  trade  sanctions  should  be  di- 
rected, toward  breaking  down  trade  barriers  that  are  standing  in 
the  way  of  the  sort  of  social  interchange  that  is  going  to  accomplish 
what  we  want.  If  we  have  so  much  in  the  bank  we  can  use  to  affect 
Chinese  behavior,  let's  do  it  in  a  way  that  will  open  up  markets, 
not  in  a  way  that  makes  unrealistic  demands  for  social  change. 

Ms.  Barshefsky.  We  believe  that  the  Executive  order  goes  a  long 
way  to  fulfilling  your  objective  in  that  regard,  that  is  a  delinking 
of  MFN  and  trade  and  an  explicit  statement  by  the  President  that 
all  means  available  under  U.S.  law  will  be  used  in  order  to  insure 
nondiscriminatory  trading  practices  by  the  Chinese.  Those  trade 
measures  of  course  are  many  and  varied.  Many  fall  win  the  juris- 
diction of  USTR,  some  within  the  jurisdiction  of  the  Commerce  De- 
partment and  other  agencies,  but  the  President  has  directed  that 
any  and  all  of  those  tools  be  utilized  the  extent  to  which  discrimi- 
natory trade  practices  in  China  are  not  eliminated. 

Mr.  HoAGLAND.  I  would  like  to  see  us  focus  on  those  areas.  I 
have  opposed  previous  bills  in  past  years  reported  by  this  commit- 
tee that  promise  all  manner  of  social  changes  if  we  just  sort  of  use 
our  trade  weapons  effectively.  It  is  like  listening  to  the  proponents 
of  the  supercollider  or  the  space  station — every  ill  of  the  world  will 
be  cured  by  those  projects. 

We  are  defeating  our  own  purposes  by  making  exaggerated 
claims.  We  are  waiting  trade  capital  on  things  we  can't  bring  about 
realistically. 

Mr.  Lord.  I  would  add  that  in  addition  to  delinking  trade  and 
nonproliferation,    we    believe    the    human    rights    conditions    are 
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achievable  and  realistic  and  not  something  which  the  Chinese 
should  have  difficulty  in  meeting.  We  will  engage  them  to  try  to 
make  progress  in  that  area.  But  it  has  b«en  4  years  since 
Tiananmen  Square  and  diplomacy  has  been  not  effective  enough. 

Mr.  HoAGLAND.  If  it  will  work  so  much  better.  I  am  skeptical 
that  it  will. 

Thank  you  for  your  time  and  thank  you  for  your  thoughts.  Thank 
you,  Mr.  Chairman. 

Chairman  Gibbons.  I  suppose  today  we  are  crossing  a  threshold 
in  our  relationship  with  China.  Mr.  Lord,  you  were  probably  one 
of  the  first  Americans  there  in  the  early  1970s  because  vou  were 
sitting  in  the  fi-ont  part  of  the  plane  that  entered  China  along  with 
Secretary  Kissinger.  But  I  think  that  your  job  in  the  next  year  is 
going  to  be  even  more  challenging  tnan  that  initial  entry  into 
China  and  it  is  going  to  depend  a  whole  lot  on  the  Chinese  Grovem- 
ment  and  the  Chinese  people  how  successful  you  are. 

We  could  be  sitting  here  a  year  from  now  asking  you  the  same 
questions  about  the  progress  that  has  been  made.  I  think  the  pro- 
bationary period  for  the  new  China  has  passed.  We  want  to  see 
real  performance  now.  Real  performances  in  the  way  in  which  the 
Government  of  China  treats  its  people  in  the  whole  area  of  human 
rights.  We  want  to  see  real  progress  in  the  way  their  market  opens 
up  and  we  will  be  examining  it  even  more  closely  than  we  have  in 
the  last  few  years  because  I  think  we  are  past  the  probationary 
time. 

There  is  no  need  on  Earth  for  China  to  build  a  large  military 
strength  at  this  time.  I  know  of  no  country  that  threatens  China. 
And  they  should  be  devoting  their  resources,  their  financial  re- 
sources and  their  human  resources  to  building  their  society,  not  to 
preparing  to  fight  a  war  and  not  helping  other  people  build  up 
their  military  resources. 

So  I  want  to  see  great  progress  in  the  area  of  human  rights,  per- 
sonal human  rights  in  China,  great  progress  in  the  opening  of  the 
market  in  China  and  great  progress  on  the  building  of  a  peaceful 
society  as  far  as  China  can  influence  that.  Those  are  the  kind  of 
things  that  will  be  driving  my  consideration  of  this  question  next 
year  when  it  certainly  will  rise  again.  So  good  luck  to  the  Chinese 
people  and  good  luck  to  you  all  in  bringing  this  about. 

We  will  recess  now  until  1:30. 

Ms.  Barshefsky.  Thank  you,  Mr.  Chairman. 

Mr.  Lord.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  12:15  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  1:30  p.m.] 

Chairman  Gibbons.  Good  afternoon. 

We  will  reconvene  again,  if  Mr.  Zhao  and  Mr.  Jendrzejczyk  and 
Ms.  Himmelfarb  will  come  forward,  we  will  be  glad  to  hear  you. 

Mr.  Zhao. 

STATEMENT  OF  HAICHING  ZHAO,  PH.D.,  PRESIDENT, 
NATIONAL  COUNCIL  ON  CHINESE  AFFAIRS 

Mr.  Zhao.  Thank  you,  Mr.  Chairman.  I  thank  you  for  convening 
this  important  hearing. 

This  committee  has  played  an  important  role  in  shaping  legisla- 
tion regarding  future  renewals  of  China's  most-favored-nation  sta- 
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tus  and  I  thank  members  of  this  committee  for  listening  to  the  per- 
spective of  the  Chinese  pro-democracy  community  in  the  United 
States. 

I  would  particularly  like  to  thank  you,  Mr.  Chairman,  for  your 
important  contributions  to  this  debate. 

I  would  like  to  request  to  have  my  remarks  submitted  to  the 
record. 

Chairman  Gibbons.  Without  objection,  they  will  be  put  there. 

Mr.  Zhao.  I  am  Haiching  Zhao,  president  of  a  newly  formed  orga- 
nization called  the  National  Council  on  Chinese  Affairs  whose  goals 
are  to  promote  human  rights  improvements  and  political  reform  in 
China  and  to  encourage  and  facilitate  development  of  a  market 
economy  in  China. 

For  the  past  4  years,  I  have  coordinated  Chinese  national  action 
in  support  of  conditioning  MFN  status.  President  Clinton's  bold  de- 
cision to  condition  future  renewals  of  China's  MFN  is  a  historic  de- 
cision which  opens  a  new  chapter  in  U.S.  policy  toward  China. 

During  his  campaign.  President  Clinton  promised  to  take  the 
lead  in  supporting  democracy  and  human  rights  in  China  and  he 
has  kept  his  promise  by  conditioning  MFN  upon  human  rights  con- 
ditions. In  short,  Presiaent  Clinton  has  joined  force  with  tne  Amer- 
ican people,  the  Congress  on  a  sound  China  policy  and  has  sent  a 
clear  and  unified  message  to  the  Chinese  Government  that  his  ad- 
ministration is  sincere  in  supporting  human  rights  and  democracy 
in  China  and  that  the  Chinese  Government  has  to  take  actions  to 
significantly  improve  human  rights  in  order  to  continue  to  enjoy 
MFN  next  year. 

For  3  years,  I  have  testified  before  this  committee  recommending 
that  MFN  be  conditioned  upon  human  rights  conditions  in  order  to 
secure  the  release  of  thousands  of  political  prisoners.  My  constitu- 
ency felt  and  still  feels  the  Jackson-Vanik  is  the  most  effective 
measure  to  pressure  the  Chinese  Grovernment  to  curb  human  rights 
abuses.  It  not  only  embodies  strong  economic  leverage,  but  also  is 
a  strong  political  weapon,  for  it  is  invoked  for  only  the  most  odious 
of  regimes. 

However,  I  would  like  to  make  clear  that  Chinese  nationals  have 
not  supported  revocation  of  China's  MFN.  Our  position  is  that  the 
human  rights  conditions  outlined  in  the  Executive  orders  are 
achievable  and  will  be  met  by  Chinese  authorities  if  U.S.  political 
will  is  strong  enough  to  exact  the  necessary  concessions.  In  fact,  we 
have  always  endorsed  an  administrative  rather  than  a  legislative 
approach  as  the  annual  debate  on  MFN  increasingly  became  a 
lightning  rod  for  all  bilateral  agreements. 

Only  in  the  absence  of  the  former  administration's  resolve  to 
forcefully  require  human  rights  improvements  did  we  back  legisla- 
tion requiring  the  President  to  condition  MFN,  Some  individuals 
and  organizations  feel  that  the  President  did  not  go  far  enough  in 
conditioning  China's  MFN.  However,  since  his  election,  I  believe 
that  the  President  has  demonstrated  a  commitment  to  hold  and 
will  hold  the  Chinese  Government  accountable  for  continuing 
human  rights  abuses  and  to  their  commitments  in  areas  of  non- 
proliferation  and  fair  trade. 

But  in  order  for  this  policy  initiative  to  work,  the  administration 
must  continue  to  demonstrate  steadfast  resolve  in  holding  the  Chi- 
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nese  Grovemment  to  making  real  prog^'ess  in  the  area  outlined  in 
the  Executive  order.  This  is  absolutely  critical.  The  administration 
must  establish  a  serious  measured  effort  in  seeking  compliance 
with  bilateral  concerns. 

It  is  deeds,  not  words,  that  will  speak  the  loudest  in  moving  this 
policy  to  successful  resolution.  President  Clinton's  announcement 
has  once  again  brought  consensus  to  a  failed  policy.  We  fully  sup- 
port using  the  full  range  of  legal,  administrative,  legislative,  and 
political  remedies  that  are  available  in  addressing  the  numerous 
concerns  the  United  States  Government  has  with  the  Chinese  Gov- 
ernment. 

What  we  have  objected  to  in  the  past  is  the  lack  of  commitment 
by  the  former  administration  to  have  the  same  commitment  to 
human  rights  as  it  had  to  commercial  and  proliferation  concerns. 
Prisoners  of  conscience  deserve  as  much  effort  as  intellectual  prop- 
erty and  market  access. 

As  we  have  stated  for  the  past  4  years,  we  believe  that  if  the  ad- 
ministration and  the  Congpress  speak  with  one  consistent  voice,  the 
Chinese  Grovemment  should  and  will  take  steps  to  meet  expecta- 
tions in  the  human  rights  area  in  order  to  retain  MFN  status  next 
year.  We  are  already  receiving  indications  that  movement  is  pos- 
sible in  spite  of  sharp  rhetorical  statements  to  the  contrary. 

If  it  is  clear  to  the  Chinese  Government  that  the  United  States 
means  business  and  is  not  willing  to  accept  token  gestures  in  the 
absence  of  real  progress,  the  Chinese  Government  will  work  with 
the  administration  in  adopting  acceptable  requirements.  While  it  is 
unrealistic  to  think  that  each  and  every  condition  will  be  fully  ad- 
dressed and  satisfactorily  rectified  in  the  short  space  of  1  year,  it 
is  not  unreasonable  to  expect  clear  progress  in  a  number  of  areas 
in  order  to  indicate  true  intents  by  the  Chinese  Government  to 
curb  human  rights  abuses. 

I  would  like  to  specifically  address  some  of  the  issues  raised  in 
the  President's  Executive  order  and  the  accompanying  report.  The 
President's  Executive  order  details  achievable  conditions.  Many  of 
the  conditions  involve  keeping  promises  the  Chinese  Government 
has  already  made. 

Areas  of  primary  concern  to  the  Chinese  pro-democracy  commu- 
nity include,  one,  prisoner  release.  Since  1989,  our  primaiy  concern 
has  been  for  those  in  prison  for  the  peaceful  expression  oi  their  po- 
litical and  religious  beliefs.  Their  release  is  of  primary  importance 
to  us.  A  broad  and  general  amnesty  for  all  prisoners  of  conscience 
detained  in  the  aftermath  of  the  Democracy  War  and  Tiananmen 
demonstrations  should  be  expected.  This  includes  those  that  are 
still  being  arrested  for  political  expression.  Administration  efforts 
to  press  for  further  release  of  political  prisoners  should  continue 
unabated. 

Two,  prisoner  accounting.  The  Chinese  has  yet  to  satisfactorily 
respond  to  U.S.  Government  requests  for  information  on  specific  in- 
dividuals, even  though  many  of  the  requests  have  been  submitted 
over  and  over  again.  The  Chinese  Government  must  account  for  all 
those  detained,  arrested,  killed,  executed  or  sentenced  resulting 
from  the  peaceful  expression  of  their  political  beliefs  during  and 
subsequent   to   the   Tiananmen   demonstrations.    In   addition,   all 
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those  still  in  prison  from  the  Democracy  War  period  need  to  be  ac- 
counted for. 

Three,  humanitarian  access  to  prisons.  Reports  of  torture  and  ill 
treatment  are  commonplace  for  prisoners  of  conscience.  Han 
Dongfang  was  deliberately  exposed  to  tuberculosis  and  has  recently 
undergone  surgery  in  the  United  States  to  have  part  of  his  lung  re- 
moved. A  letter  smuggled  out  by  Liu  Gang,  a  brief  student  leader 
held  prisoner  in  Lingyuan  Prison  in  northeast  China,  details  the 
despicable  acts  of  torture  and  names  his  tormentors. 

Local  and  provincial  officials  are  free  to  set  their  own  guidelines 
on  the  treatment  of  prisoners  and  they  are  not  monitored  oy  higher 
judiciary  authorities.  The  only  way  to  curb  such  policies  is  to  de- 
mand access  to  prisons  by  international  humanitarian  and  human 
rirfits  monitoring  organizations. 

Prisons  must  be  visited  before  MFN  is  renewed  next  year  and  ac- 
cess to  Lingyuan  prison  should  be  considered  a  priorities  given  the 
detailed  reports  of  torture  there. 

Mr.  Chairman,  I  would  like  to  request  a  copy  of  Mr.  Liu  Gang's 
letter  be  included  in  the  record. 

Chairman  Gibbons.  All  right.  Without  objection,  so  ordered. 

Mr.  Zhao.  Third  is  the  freedom  of  press.  As  outlined  in  the  Presi- 
dent's Executive  order,  the  Chinese  Government  is  also  required  to 
start  accepting  the  international  radio  and  TV  broadcasting.  This 
is  one  very  important  condition  because  this  is  the  only  way  to  let 
the  Chinese  people  know  what  is  happening  both  outside  China 
and  what  is  happening  within  China. 

One  particular  case  in  this  issue  is  the  Radio  Free  Asia,  which 
is  in  the  Congress  for  discussion.  We  believe  that  is  a  very  impor- 
tant issue  and  that  ought  to  be  successfully  started  and  imple- 
mented. One  particular  concern  we  are  having  right  now  is  that 
the  Radio  Free  Asia  ought  to  be  independent,  just  like  what  we  had 
in  the  past  like  the  Radio  Free  Europe,  and  not  particularly  under 
the  USIA. 

The  reasons  are  three.  One  is  if  it  is  under  USIA,  that  would  be 
perceived  by  the  Chinese  people  as  the  U.S.  Government  propa- 
ganda organ  and  that  would  lose  the  effectiveness  of  that  radio 
broadcasting. 

Second,  in  terms  of  the  credibility  with  Chinese  people,  it  is  bet- 
ter to  have  an  independent  identity  than  a  government  control  be- 
cause then  they  will  trust  it  more. 

And  the  third  most — we  have  seen  that  in  the  past — it  is  not  that 
we  don't  trust  this  administration;  it  is  that  once  it  is  under  Grov- 
ernment  control,  there  are  different  times,  there  are  different  Gov- 
ernment policies  that  will  control  the  broadcasting  policy  and  that 
will  lose  the  effectiveness  of  the  broadcasting.  That  is  why  we 
strongly  support  an  independent  identity  as  the  previous  Radio 
Free  Europe  approach. 

Another — ^five  is  freedom  of  immigration.  The  administration  re- 
port continues  to  define  freedom  of  immigration  in  terms  of  the 
ability  of  a  country  of  over  1  billion  to  fill  an  annual  U.S.  quota 
of  20,000  to  30,000.  This  is  a  broad  misrepresentation  of  the  stand- 
ard of  free  immigration  as  embodied  within  the  Jackson-Vanik 
amendment.  We  know  of  numerous  cases  of  political  dissidents  and 
their  relatives  are  being  denied  permission  to  leave  China. 
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When  Secretary  Baker  was  in  China  in  November  1991,  the  Chi- 
nese Government  represented  that  all  not  accused  of  crimes  were 
free  to  leave  China  and  the  administration  report  acknowledges 
that  this  is  not  the  case.  As  a  condition  of  MFN,  these  people  must 
be  allowed  to  leave  China  if  they  so  desire.  The  administration's 
standard  should  not  be  based  upon  available  U.S.  visa  numbers. 

Six,  Chinese  foreign  travel  policies.  The  administration's  report 
language  accompanying  the  Executive  order  implies  that  all  stu- 
dents can  return  safely  except  Shen  Tong.  This  is  not  the  case. 
Many  student  leaders,  including  myself,  are  forbidden  to  return  to 
China  because  of  their  political  activities  in  the  United  States.  The 
Chinese  Government  recently  issued  an  official  document  which  ex- 
plicitly prohibits  certain  nationals  from  returning  to  China.  These 
include  people  that  head  counterrevolutionary  organizations,  people 
that  encourage  foreign  governments  to  take  anti-China  actions, 
people  that  advocate  the  overthrow  of  the  Chinese  Government, 
and  people  on  the  most  wanted  list. 

In  addition,  specific  individuals  such  as  Prof.  Fang  Lizhi  and 
Wang  Ruowang  have  been  explicitly  barred  by  name  by  the  Chi- 
nese authorities.  The  truth  is  that  China's  democracy  and  human 
rights  activists  have  been  suppressed  and  driven  into  prison  exile, 
or  silence.  Chinese  Nationals  should  be  allowed  to  return  if  they  so 
desire,  and  assertions  that  Chinese  nationals  are  free  to  return 
home  with  no  apparent  problems  should  cease  until  that  is  truly 
the  case. 

If  the  Chinese  Government  fails  to  honor  their  commitments  in 
the  area  of  nonproliferation,  the  United  States  exports  of  dual-use 
technologies  should  be  controlled  and  the  Chinese  Government 
should  be  expected  to  broaden  its  participation  in  nonproliferation 
regimes. 

In  conclusion,  I  believe  the  long-term  prospects  for  United  States 
China  relations  are  good.  The  Executive  order  is  an  important  step 
in  that  direction,  but  it  must  be  coupled  with  a  U.S.  Government 
determination  to  seek  verifiable  advances  in  the  areas  specified 
above. 

There  is  a  Chinese  saving,  "si  shi  er  fei".  The  translation  is  the 
right  appearances  but  the  wrong  reality,  which  the  Chinese  Gov- 
ernment is  very  good  at  making.  If  apj>earances  or  empty  gestures 
is  all  the  Chinese  Grovernment  has  to  offer  over  the  course  of  the 
next  year,  that  will  not  be  enough  for  them  to  retain  MFN  privi- 
leges for  the  central  planning  economy. 

We  fully  expect  that  real  human  rights  advances  will  be  made 
in  the  coming  year  and  that  the  administration  will  be  diligent  in 
their  commitment  to  securing  these  advances  from  the  Chinese  au- 
thorities. 

Thank  you. 

Chairman  Gibbons.  Thank  you. 

[The  prepared  statement  and  attachment  follow:] 
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TESTIMONY  OF 

DR.  HAICHING  ZHAO 

PRESIDENT.  NATIONAL  COUNCIL  ON  CHINESE  AFFAIRS 

BEFORE  THE 

SUUCOMMiriEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

JUNE  8,  1993 


Members  of  the  Committee  and  Ladies  and  Gentlemen: 

Thank  you  for  convening  this  important  hearing.  This  Committee  has  played  an 
important  role  in  shaping  legislation  regarding  future  renewals  of  China's  most-favored-nation 
(MEN)  status  and  I  sincerely  thank  Members  of  this  Committee  for  listening  to  the  perspective 
of  the  Chinese  pro-democracy  community  in  the  United  States.  I  particularly  would  like  to 
thank  Chairman  Gibbons  for  his  important  contributions  to  this  debate. 

My  name  is  Dr.  Haiching  Zhao.  I  am  President  of  a  newly  formed  organization  called 
the  National  Council  on  Chinese  Affairs  whose  goals  are  to  promote  human  rights  improvements 
and  political  reform  in  China  and  to  encourage  and  facilitate  the  development  of  a  market 
economy  in  China.  The  Board  of  Directors  is  comprised  of  prominent  Chinese  pro-democracy 
activists,  former  Chinese  students  and  scholars  and  Americans.  The  organization  is  a 
membership  organization.  For  the  past  four  years,  1  have  coordinated  Chinese  national  action 
in  support  of  conditioning  China's  MEN  status. 

President  Clinton's  bold  decision  to  condition  future  renewals  of  China's  most-favored- 
nation  (MFN)  status  is  a  historic  decision  which  opens  a  new  chapter  in  U.S.  policy  towards 
China.  During  his  campaign.  President  Clinton  promised  to  take  the  lead  in  supporting 
democratic  and  human  rights  in  China.  He  has  kept  his  promise  by  conditioning  MFN  upon 
human  rights  conditions.  This  is  particulariy  significant  as  he  has  adopted  the  legislative 
approach  and,  by  doing  so,  has  crafted  a  strategy  which  gives  all  constituencies  an  interest  to 
see  that  the  Chinese  comply  with  the  objectives  of  the  policy. 

For  three  years,  I  have  testified  before  this  Committee  recommending  that  MFN  be 
conditioned  upon  human  rights  conditions  in  order  to  secure  the  release  of  thousands  of 
prisoners.  My  constituency  felt,  and  still  feels,  that  the  Jackson-Vanik  Amendment  is  the  most 
effective  measure  to  pressure  the  Chinese  government  to  curb  human  rights  abuses.  It  not  only 
embodies  strong  economic  leverage  but  also  is  a  strong  political  weapon  for  it  is  invoked  for 
only  the  most  odious  of  regimes. 

However,  I  would  like  to  make  clear  that  Chinese  nationals  have  not  supported 
revocation  of  China's  MFN.  Our  position  is  that  the  human  rights  conditions  outlined  in  the 
President's  Executive  Order  are  achievable  and  will  be  met  by  Chinese  authorities  if  U.S. 
political  will  is  strong  enough  to  exact  the  necessary  concessions.  In  fact,  we  have  always 
preferred  that  the  Administration  condition  MFN  and  supported  the  legislative  approach  only 
in  the  absence  of  Administration  resolve  on  this  approach. 

Some  individuals  and  organizations  feel  that  the  President  did  not  go  far  enough  in 
conditioning  China's  MFN.  However,  since  his  election,  I  believe  that  the  President  has 
demonstrated  a  commitment  to  hold  the  Chinese  government  accountable  for  continuing  human 
rights  abuses  and  will  hold  the  Chinese  government  to  their  commitments  in  areas  of  grave 
concern  to  U.S.  policymakers.  When  USTR  officials  traveled  to  China  earlier  this  year,  the 
message  to  the  Chinese  government  was  clear  —  GATT  membership  would  have  to  be  earned. 
It  is  not  a  gift.    The  same  message  was  sent  on  MFN. 

However,  in  order  for  this  policy  to  work,  the  Administration  must  continue  to 
demonstrate  steadfast  resolve  in  holding  the  Chinese  government  to  making  real  progress  in  the 
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areas  outlined  in  the  Executive  Order.  This  is  absolutely  critical.  The  U.S.  must  establish  a 
serious,  measured  effort  in  seeking  compliance  with  U.S.  bilateral  concerns.  It  is  deeds  not 
words  that  will  speak  the  loudest  in  moving  this  policy  to  successful  resolution. 

We  have  seen  over  the  course  of  the  past  four  years  that  the  annual  debate  on  MFN  has 
been  effective  in  bringing  about  limited  but  nevertheless  significant  releases  of  Chinese  political 
prisoners.  However,  given  the  serious  division  between  the  Administration  and  the  Congress 
on  implementation  of  China  policy,  human  rights  gains  were  limited.  Rather,  the  Chinese 
government  learned  that  token  gestures  and  well-timed  "buy  America"  campaigns  were  the  price 
to  maintain  MFN. 

The  cavernous  rift  between  the  Administration  and  the  Congress  on  US-China  policy 
grew  year  by  year  as  the  Congress  grew  increasingly  dissatisfied  with  Administration 
negotiations  with  the  Chinese  regime.  Members  of  Congress  became  increasingly  alarmed  at 
Chinese  government  intransigence  in  a  number  of  areas  and  angered  at  what  was  viewed  as  a 
lack  of  will  by  the  Administration  to  address  their  concerns.  Thus,  the  annual  debate  on  MFN 
became  a  lightening  rod  for  ali  bilateral  grievances. 

President  Clinton's  announcement  has  once  again  brought  consensus  to  a  failed  policy. 
We  fully  support  a  policy  which  draws  upon  the  full  range  of  legal,  administration,  legislative 
and  political  remedies  that  are  available  in  addressing  the  numerous  concerns  the  US 
government  has  with  the  Chinese  government.  What  we  have  objected  to  in  the  past  is  the  lack 
of  commitment  by  the  former  Administration  to  have  the  same  commitment  to  human  rights 
as  it  had  to  commercial  and  proliferation  grievances.  Prisoners  of  conscience  deserve  as  much 
effort  as  intellectual  property  and  market  access. 

MFN  has  always  been  conditioned  for  Communist  countries.  President  Clinton  has 
expanded  the  conditions  that  the  Chinese  government  must  meet  for  future  renewals  and  by 
doing  so  has  preserved  the  human  rights  parameters  of  the  Jackson-Vanik  Amendment.  Most 
importantly,  it  is  an  unequivocal  statement  by  this  Administration  that  the  Congress  and  the 
Administration  speak  with  one  voice  on  China  policy  and  are  committed  to  using  all  available 
legal  mechanisms  to  have  its  voice  heard. 

As  we  have  stated  for  the  past  four  years,  we  believe  that  if  the  Administration  and  the 
Congress  speak  with  one,  consistent  voice,  the  Chinese  government  should  and  will  take  steps 
to  meet  U.S.  expectations  in  the  human  rights  area  in  order  to  retain  MFN  status  next  year. 
We  are  already  receiving  indications  that  movement  is  possible,  in  spite  of  sharp  rhetorical 
statements  to  the  contrary. 


ECONOMIC  REFORMS/POLITICAL  DEVELOPMENT 

Before  getting  into  the  details  of  the  President's  Executive  Order  and  accompanying 
report  to  Congress,  I  would  like  to  address  the  current  situation  in  China  in  response  to  what 
I  believe  to  be  an  overly  optimistic  picture  by  some. 

Being  Chinese,  I  wholeheartedly  support  the  economic  reform  program  in  China.  It  is 
in  the  best  interests  of  the  Chinese  people.  However,  I  have  concerns  about  recent  claims  in 
some  U.S.  journals,  magazines  and  newspapers  that  economic  reform  will  automatically  lead 
to  political  liberalization  in  China.  In  reality,  history  has  many  examples  of  worsening  human 
rights  and  worker  conditions  in  times  of  rapid  economic  growth. 

Unfortunately,  democracy  does  not  automatically  grow  out  of  economic  development. 
In  fact,  in  China  today,  economic  growth  has  not  moved  the  Chinese  hardliners  to  alter  their 
autocratic  rule.  Regrettably,  there  have  been  no  substantive  changes  in  Chinese  political  life 
since  the  protests  of  1989. 


democracy. 


Further,   authoritarian   regimes  appreciate  arguments  that  development  will   lead  to 
acy.     With  the  imposition  of  economic  liberalization  from  the  top  down,  they  avoid 
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being  brought  to  task  by  other  nations  on  their  human  rights  policies.  In  etfeci,  such  arguments 
supptirt  the  premise  that  insurgent  governments  will  be  granted  the  right  to  continue  suppressing 
pi>pular  support  for  political  expression  it' the  regimes  open  their  markets  to  foreign  investors. 
This  is  not  sustainable  in  the  long  run.  Without  concurrent  political  liberalization,  social  and 
political  pressures  within  the  society  will  build  up  and  could  result  in  strife,  as  occurred  in 
1989.  Political  liberalization  must  occur  if  there  is  to  be  a  stable,  orderly  transformation  of 
the  economy. 

Without  an  outlet  for  political  expression  citizens  are  unable  to  hold  their  governments 
accountable  and  there  are  no  guarantees  that  the  benefits  of  economic  reform  will  be  reaped  by 
anyone  but  the  leaders  and  their  families.  Thus,  corruption  becomes  the  handmaid  of  political 
repression. 


Corruption 

Comiption,  one  of  the  central  grievances  of  those  that  demonstrated  4  years  ago,  is  even 
more  rampant  in  China  today  than  at  that  time.  Sons  and  daughters  of  high  officials  have 
become  the  main  conduits  for  doing  business  in  China  and  they  are  becoming  very  rich.  Their 
bank  accounts  are  kept  abroad  and  their  passports  are  kept  handy  in  anticipation  of  a  sjjeedy 
retreat  when  Deng  Xiaoping  dies.  Deng  Xiaoping's  own  children  are  profiteering  from  their 
high  connections  and  a  few  of  them  have  bought  homes  in  the  U.S. 

The  result  of  such  wanton  accumulation  of  wealth  is  that  officials  at  all  levels  openly 
accept  bribes  and  payoffs  and  illicit  taxes  are  commonly  extracted  from  citizens.  As  a  result, 
many  f)eople  reason  that  if  party  leaders  and  their  families  can  get  rich  at  the  expense  of  others, 
why  can't  1?  Thus,  far  too  many  people  focus  all  their  energies  on  getting  money  by  any 
means.  Others  stand  by  and  watch  in  shock  as  the  few  accnie  huge  cash  reserves.  Capable 
people  looking  for  economic  opportunities  are  often  shut  out.  Thus,  unequal  opportunities  are 
resulting  in  a  growing  gap  between  rich  and  poor  and  fueling  discontent. 

There  are  also  growing  disparities  between  the  cities  and  the  countryside;  the  coastal 
regions  and  the  interior.  In  the  countryside,  the  gains  made  in  the  early  years  of  economic 
reform  have  subsided.  As  a  result,  millions  of  peasants  are  flowing  into  the  cities  in  search  of 
work.  Dissatisfaction  among  the  population  is  growing  and  demonstrations  protesting  economic 
inequities  are  on  the  nse. 

On  top  of  all  this,  the  Chinese  economy  is  overheating  and  inflation  rates  are  estimated 
to  be  15-20%  per  year  and  rising.  The  Chinese  government  has  announced  new  austerity 
measures  in  an  attempt  to  control  runaway  inflation. 

Conditions  are  similar  to  those  before  the  1989  demonstrations. 


Crucial  Period 

China  is  entering  a  crucial  period.  Within  the  next  few  years,  the  factional  infighting 
over  power  after  Deng  dies  will  be  occurring  against  the  background  of  a  society  where 
political,  social  and  regional  tensions  are  growing. 

As  a  result,  the  U.S.  has  an  important  role  to  play  in  the  next  few  years  which  are 
critical  years  for  China.  China's  economic  growth  will  continue  to  expand  but  will  be 
accompanied  with  many  problems.  The  U.S.  market  is  1/3  of  China's  total  export  market.  In 
addition,  there  is  a  preference  for  doing  business  with  Americans  on  the  part  of  the  people. 
Thus,  U.S.  response  to  events  in  China  plays  a  very  important  role. 

It  is  important  for  the  U.S.  to  continue  to  support  economic  reforms  and  the  reformers 
in  the  government.  Efforts  must  be  made  to  cultivate  the  positive  while  cleariy  demonstrate  that 
repressive  policies  will  not  be  tolerated.    We  believe  the  current  Administration  to  be  on  the 


right  path. 
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CONTINUING  BILATERAL  PROBLEMS 


Significant  human  rights  abuses  by  the  Chinese  government  continue  to  undermine 
American  support  for  a  substantially  improved  bilateral  relationship.  Political  opposition  is  not 
tolerated  and  political  dissent  is  repressed.  Treatment  of  political  prisoners  is  harsh  and  medical 
treatment  is  often  denied.  Amnesty  International  has  detailed  reports  of  torture  and  ill- 
treatment  of  political  and  religious  prisoners.  Access  by  international  humanitarian 
organizations  is  denied.  Both  the  Puebla  Institute  and  Asia  Watch  reported  last  week  on  the 
continuation  of  systematic  repression  of  religious  expression  and  practices.  The  use  of  slave 
labor  continues  for  products  exported  to  the  U.S.  International  radio  and  television  broadcasts 
are  jammed  and  the  press  is  strictly  controlled  by  the  government. 

Parallel  concerns  center  upon  Chinese  proliferation  activities  and  of  a  burgeoning  U.S. 
trade  deficit  with  China. 

These  issues  were  addressed  by  the  President  in  his  Executive  Order  and  in  the 
accompanying  report. 


THE  POLICY 

The  goals  of  the  President's  policy  are  laudable,  but  to  be  effective  the  Chinese 
government  must  hear  a  clear,  unified  and  consistent  message  from  both  the  Administration  and 
the  Congress.  Moreover,  in  every  area  of  concern,  the  Administration  must  be  consistent  in 
the  application  of  its  public  statements.  This  requires  strong  coordination  among  various  U.S. 
agencies  in  their  communications  with  Chinese  government  counterpzirts.  Double  messages 
must  be  avoided. 

If  it  is  clear  to  the  Chinese  government  that  the  U.S.  means  business  and  is  not  willing 
to  accept  token  gestures  in  the  absence  of  real  progress,  the  Chinese  regime  will  work  with  the 
Administration  in  adopting  acceptable  requirements.  While  it  is  unrealistic  to  think  that  each 
and  every  condition  will  be  fully  addressed  and  satisfactorily  rectified  in  the  short  space  of  one 
year,  it  is  not  unreasonable  to  expect  clear  progress  in  a  number  of  areas  in  order  to  indicate 
true  intent  by  the  Chinese  government  to  curb  human  rights  abuses. 

We  have  seen  during  the  annual  MFN  debate  over  the  past  four  years  that  the  Chinese 
government  will  respond  to  international  pressure,  just  as  many  governments  do.  But  it  was 
only  when  the  former  Administration  was  tough  with  their  Chinese  counterparts  that  advances 
were  made  in  the  bilateral  relationship.  But  the  toughness  exhibited  in  the  commercial  arena 
did  not  carry  over  to  the  human  rights  area.    Now  it  must. 


THE  CONDITIONS/HUMAN  RIGHTS  STANDARDS 

President  Clinton's  Executive  Order  details  achievable  conditions.  Many  of  the 
conditions  involve  keeping  promises  the  Chinese  government  has  already  made.  In  addition, 
they  honor  America's  most  cherished  principles  and  in  doing  so,  preserve  America's  interests. 

The  following  issues  are  of  primary  concern  to  our  organization.  We  have  highlighted 
our  recommendations  for  Chinese  government  compliance. 


Prisoner  of  Conscience  Release 

Since    1989,   our  primary  concern   has  been   for  those  imprisoned   for  the  peaceful 
expression  of  their  political  and  religious  beliefs.  Their  release  is  of  primary  importance  to  us. 
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We  certainly  welcome  ihe  release  of  some  political  prisoners  as  it  is  always  a  victory  to  know 
thai  intenialional  elTorls  iiave  worked  to  secure  their  freedom.  However,  too  many  remain 
imprisoned.  There  is  absolulely  no  reason  to  continue  to  hold  any  of  the  Democracy  Wall  or 
Tiananmen  prisoners  of  conscience  and  we  remain  comnniicd  lo  securing  their  release. 

A  broad  and  geiK-ral  uiniiesly  for  all  prlsoiiet^  of  conscience  should  be  expected. 
AdniiiiLstraliun  efforts  lo  press  for  further  releases  of  political  prisoners  should  continue 
unabated. 


Prisoner  of  Conscience  Accounting 

In  all  this  time,  the  Chinese  government  has  refused  lo  provide  an  acceptable  accounting 
of  those  detained,  arrested  or  imprisoned.  They  have  yet  to  satisfactorily  respond  to  U.S. 
government  requests  for  information  on  specific  individuals,  even  though  many  of  the  requests 
have  been  submitted  over  and  over  again.  When  they  have  provided  information,  it  has  been 
incomplete  and  in  some  instances  flatly  erroneous. 

The  Chinese  government  must  account  for  all  those  detained,  arrested,  killed, 
executed  or  sentenced  resulting  from  the  peaceful  expression  of  their  political  beliefs 
during  and  subsequent  to  the  Tiananmen  demonstratioas.  In  addition,  all  those  still 
imprisoned  from  the  Democracy  Wall  period  need  to  be  accounted  for. 


Humanitarian  Access  to  Prisons 

Reports  of  torture  and  ill-treatment  are  commonplace  for  prisoners  of  conscience.  The 
political  prisoners  that  have  been  released  and  are  now  in  the  U.S.  have  horrible  stories  of 
torture  at  the  hands  of  prison  guards.  Han  Dongfang  was  deliberately  exposed  to  tuberculosis 
and  has  recently  undergone  surgery  in  Ihe  U.S.  to  have  part  of  his  lung  removed.  A  letter 
smuggled  out  by  Liu  Gang,  held  prisoner  in  Lingyuan  Prison  in  Northeast  China,  details 
despicable  acts  of  torture  and  names  his  tormentors.  Mr.  Chairman,  1  request  that  a  copy  of 
this  letter  be  submitted  into  the  record.  Local  and  provincial  officials  are  free  to  set  their  own 
guidelines  on  the  treatment  of  prisoners  and  they  are  not  monitored  in  any  way  by  higher 
judicial  authorities.    Thus,  these  atrocious  acts  are  condoned  by  the  central  authorities. 

The  only  way  to  curb  such  policies  is  to  demand  access  to  prisons  by  international 
humanitarian  and  human  rights  monitoring  organizations. 

Prisons  must  be  visited  before  MFN  is  renewed  next  year  and  access  to  Lingyuan 
Prison  should  be  a  considered  a  priority  given  the  detailed  reports  of  torture  in  that 
prison. 

In  addition,  access  to  Tibet  and  Xinjiang  Province,  areas  traditionally  closed  to 
foreigners,  needs  to  be  expanded.  Reports  of  widespread  indiscriminate  arrests  and  brutal 
suppression  of  demonstrations  are  widespread.    The  need  for  outside  inquiry  is  key. 

Freedom  of  emigration 

The  Administration's  Report  continues  to  define  freedom  of  emigration  in  terms  of  the 
ability  of  a  country  of  over  1  billion  to  fill  an  annual  U.S.  quota  of  20,000  to  30  000  This  is 
a  gross  misrepresentation  of  the  standard  of  free  emigration  as  embodied  within  the  Jackson- 
Vanik  Amendment. 

What  did  the  U.S.  Congress  mean  when  it  invoked  the  standard  of  free  emigration  in 
the  Jackson-Vamk  Amendment?  Should  the  standard  be  meas.jred  against  the  fact  that  family 
members  of  high-ranking  Communist  officials  are  allowed  to  emigrate?  Or  should  it  be 
measured  against  all  those  that  are  forced  to  succumb  to  the  repression,  keeping  their  voices 
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mute,  so  that  they  can  leave?  Or  should  it  measured  against  those  defenders  of  free  political 
expression  who  refuse  to  submit  to  tyranny  and  continue  to  speak  out  knowing  that  by  doing 
so  their  freedom  or  the  freedom  a  loved  one  will  be  jeopardized?  It  is  those  that  remain 
trapped  in  China,  being  punished  for  their  transgressions,  that  Jackson-Vanik  was  meant  to  free. 


We  know  of  numerous  cases  of  political  dissidents  and  their  relatives  are  being  denied 
permission  to  leave  China.  When  Secretary  Baker  was  in  China  in  November  1991,  the 
Chinese  government  represented  that  all  not  accused  of  crimes  were  free  to  leave  China.  The 
Administration's  report  acknowledges  that  this  is  not  the  case. 

1  believe  the  following  cases  exemplify  the  denial  of  the  right  to  freely  emigrate  from 
China.  Zhang  Boli's'  daughter  has  been  denied  an  exit  permit  by  Chinese  authorities  and  is 
now  living  with  her  grandmother  and  unable  to  join  her  father  in  the  U.S.  She  is  six  years  old 
and  has  been  separated  from  her  father  for  a  number  of  years.  Hou  Xiaotian,  wife  of 
prominent  democracy  activist  Wang  Juntao,  has  also  been  denied  permission  to  leave.  And 
what  of  the  nameless  and  faceless  political  dissidents  forced  to  remain  trapped  in  a  repressive 
system?    Was  it  not  in  their  names  that  Jackson-Vanik  was  invoked??? 

As  a  condition  of  MFN,  these  people  must  be  allowed  to  leave  China  if  they  so 
desire.  The  Administration's  standard  should  not  be  based  upon  available  U.S.  visa 
numbers. 


Chinese  Foreign  Travel  Policies 

The  President's  report  states  that: 

"Chinese  students  continue  to  return  from  overseas  for  visits  without  any  apparent 
problem.  With  the  exception  of  student  activist  Shen  Tong,  we  are  not  aware 
of  any  case  in  which  Chinese  living  in  the  US  who  returned  to  China  after  June 
1989  were  prevented  from  leaving  again." 

This  implies  that  there  is  no  problem  for  those  that  return  to  China.  Is  this  to  say  that 
the  Administration  believes  that  Chai  Ling,  Li  Lu,  Wuer  Kaixi,  and  Zhang  Boli  can  return? 
And  what  of  Fang  Lizhi,  Liu  Binyan,  Chen  Yizi?  Are  they  able  to  return  "without  any 
apparent  problem?" 

The  report  language  implies  that  all  students  can  return  safely  except  Shen  Tong.  That 
is  certainly  not  the  case.  Many  student  leaders,  including  myself,  are  forbidden  to  return  to 
China  because  of  the  political  activities  in  the  U.S. 

The  Chinese  government  has  a  policy  which  explicitly  prohibits  certain  nationals  from 
returning  to  China.  These  include:  people  that  head  "counter-revolutionary  organizations"; 
people  that  encourage  foreign  governments  to  take  "anti-China"  actions;  people  that  advocate 
the  overthrow  of  the  Chinese  government;  and  people  on  the  most  wanted  list.  In  addition, 
specific  individuals  such  as  Fang  Lizhi  and  Wang  Ruowang  have  been  explicitly  prohibited 
from  returning. 

Some  students  have  been  able  to  return  to  China  and  not  be  arrested.  But  many  have 
been  followed  by  the  Public  Security  Bureau  and  after  visiting  friends,  their  friends  are 
questioned  by  the  police.  The  message  is  clear.  We  will  watch  you  and  if  you  step  out  of  line 
at  all,  you  or  your  family  and  friends  will  pay  a  price. 

Moreover,  many  Chinese  nationals  in  the  U.S.  that  have  spoken  publicly  in  support  of 


'Zhang  Boli  was  the  leader  of  the  hunger  strike  in  the  Tiananmen  demonstrations  who 
escaped  from  China  after  hiding  for  two  years.  He  is  on  the  Chinese  government's  most 
wanted  list. 
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human  rights  and  democracy  in  China  or  that  have  supported  conditioning  of  China's  MFN 
have  been  separated  from  their  families  for  many  years  and  yearn  to  see  them  again.  The 
Chinese  government  has  turned  down  such  visas  with  suggestions  that  if  they  publicly  make 
statements  in  support  of  the  Chinese  government  or  against  conditioning  MFN.  they  may  be 
allowed  to  return.  These  are  the  conditions  under  which  students  are  "welcomed"  back  to 
China.    In  reality,  it  is  simply  blackmail. 

The  truth  is  that  China's  blossoming  democrats  have  been  suppressed  and  driven  into 
prison,  exile  or  silence. 

Chinese  nationals  should  be  allowed  to  return  if  they  so  desire  and  assertions  that 
Chinese  nationals  are  free  to  return  home  with  no  apparent  problems  should  cease  until 
that  is  truly  the  case. 


Prison  Labor 

The  President's  Report  accompanying  the  Executive  Order  states: 

"Since  the  Prison  Labor  Memorandum  of  Understanding  was  signed  last  August, 
there  has  been  no  indication  that  goods  allegedly  produced  by  prison  labor  have 
entered  the  U.S.  " 

This  statement  again  does  not  accurately  reflect  the  true  situation.  Harry  Wu,  a  former 
Chinese  pwlilical  prisoner  and  vigilant  investigator  of  the  Chinese  prison  system,  has  evidence 
to  the  contrary.  His  investigations  have  revealed  clear  evidence  that  Chinese  organizations  not 
only  continue  to  export  forced  labor  products  to  the  U.S.  but  that  they  are  also  involved  in 
extensive  efforts  to  hide  the  origin  of  such  products. 

Further,  the  Prison  Labor  MOU  is  limited  in  scope  and  unable  to  fully  address  the  scope 
of  the  problem  in  regard  to  this  illicit  activity.  The  U.S.  needs  to  go  beyond  the  MOU  if  it  is 
serious  about  curbing  the  export  of  prison  labor  products  to  the  U.S. 

The  provisions  of  the  Tariff  Act  of  1930  prohibiting  the  importation  of  goods  made 
by  forced  labor  must  be  enforced  to  the  fullest  extent  of  the  law.  Companies  that  are 
complicit  in  these  practices  should  have  be  criminally  and  administratively  prosecuted 
and  their  export  privileges  should  be  suspended.  It  is  only  through  such  enforcement  that 
the  abuses  will  end. 


Proliferation 

The  importance  of  having  the  Chinese  government  honor  its  commitments  to  the  various 
nonproliferation  control  regimes  is  in  the  interest  of  all  nations.  Increased  Chinese  military 
defense  budgets,  purchases  of  sophisticated  hardware  and  technology  from  the  former  Soviet 
Union  and  recent  missile  transfers  are  signals  that  should  not  be  ignored  by  the  international 
community. 

The  Chinese  government  should  not  violate  the  spirit  and  intent  of  their  commitments 
to  the  NPT,  the  MTCR  and  other  regimes.  If  they  fail  to  honor  these  commitments,  exports 
of  dual-use  technologies  should  be  controlled. 

In  addition,  the  Chinese  government  should  be  expected  to  broaden  its  participation 
in  nonproliferaliun  regimes.  As  a  member  o(  the  U.N.  Security  Council,  the  Chinese 
government  should  be  working  with  other  leading  nations  to  curb  the  proliferation  weapons  of 
mass  destruction,  not  devising  ways  in  which  to  skirt  the  obligations  thereunder. 


72 


Further  Policy  Objectives 

Beyond  the  conditions  in  the  Executive  Order,  I  believe  that  the  U.S.  should 
continue  to  constrain  LMF,  World  Bank  or  Asian  Development  Bank  Hnancing  of 
development  projects  in  China  other  than  those  for  "basic  human  needs"  until  there  is 
demonstrable  improvement  in  their  human  rights  policy. 

To  demonstrate  its  commitment  to  free  speech  and  freedom  of  the  press,  the  U.S. 
should  establish  an  independent  Radio  Free  Asia. 

U.S.  support  for  China's  accession  to  the  GATT  should  be  conditioned  upon 
demonstrated  adherence  to  the  principles  of  a  free  market  economy.  A  true  commitment 
to  an  open  market  must  be  clearly  exhibited. 


CONCLUSION 

I  believe  the  long-term  prospects  for  U.S. -China  relations  are  good.  The  Executive 
Order  is  an  important  step  in  that  direction.  But  it  must  be  coupled  with  U.S.  Government 
determination  to  seek  real,  verifiable  advances  in  the  areas  specified  above. 

We  can  only  remain  skeptical  of  Chinese  government  pledges  to  adhere  to  conditions. 
It  has  often  been  the  case  that  these  "commitments"  are  not  honored.  This  reminds  me  of  a 
Chinese  saying  "si  shi  er  fei"  (  jiv(  ^  ^  <,]\  ).  The  meaning  is  that  it  is  not  wise  to  rely 
or  trust  in  appearances  alone. 

If  appearances  or  empty  gestures  is  all  the  Chinese  government  has  to  offer  over  the 
course  of  the  next  year,  that  will  not  be  enough  for  them  to  retain  MFN  privileges.  We  fully 
expect  that  real  human  rights  advances  will  be  made  in  the  coming  year  and  that  the 
Administration  will  be  diligent  in  their  commitment  to  securing  same. 
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APPENDIX:   Translation  of  letter  by  Liu  Gan ;,  January  1993. 

"Liu  Gang's  A  cusations" 

In  April  1991   I  was  trarsferred  from  the  Qincheng  Prison  in  Beijing  to  the  prison  in 
Changchun,  my  native  town.   But  in  the  same  mjnth,  I  was  forcibly  transferred  again  for  no 
reason  to  the  :>econd  Brigade  of  the  Lingyuan  Pi  i son  far  away  from  my  native  town.  That 
administrative  decision  was  jointly  made  by  the  J.-Iinistry  of  Justice  and  the  Departments  of 
Justice  of  Jilin  and  Liaoning  Provinces  in  violati'.-n  of  the  principle  that  a  prisoner  should 
serve  out  his  sentence  near  his  home.  That  transfer  had  no  legal  basis.   It  was  an  illegal 
administrative  decision  and  conduct  that  made  it  very  inconvenient  for  my  family  to  visit  me 
and  caused  serious  economic  losses.   I  requested  several  times  after  I  was  transferred  to 
Lingyuan's  S(«ond  Brigade  to  be  transferred  back  to  my  native  town.   But  the  departments 
concerned  did  nothing  about  it. 

After  I  got  to  Lingyuan's  Second  Brigade,  I  suflered  more  than  my  share  of  discrimination, 
humiliation,  treating  and  abuses  and  maltreatment.   On  the  very  day  of  my  arrival,  April  22, 
1992, 1  was  t«atcn  and  abused  by  many  policemen.  The  policeman  by  the  nickname  of 
"Business  Lii."  beat  me  with  an  electric  baton,  slapped  me,  fiercely  declaring  "Til  cripple 
you  with  electric  shocks."   He  called  that  beating  a  "head-on  blow  at  the  first  encounter." 

On  May  29,  1991,  together  with  eleven  prisoner  of  conscience  from  Jilin  Province.  I 
refused  to  tal:e  a  test  because  we  were  sick  and  tired  of  constant  tests  designed  as  a 
brainwashing  measure  to  torment  us.    Policemet,  Yang  Guoping,  Wang  Yinshan,  Diao  Lie, 
Li  Yang,  Liu  Guodong  and  secretary  Zou,  togeiher  with  many  common  criminals,  beat  us 
savagely  that  evening.   We  were  handcuffed,  pi^t  on  leg  irons  and  suffered  "strict  regime" 
and  "correctiDn"  for  three  months.   We  were  forced  to  sit  on  a  bench  for  twelve  hours  every 
day.   Ordinajily,  a  prisoner  should  not  be  held  .n  a  strict  regime  den  for  more  than  a  month. 
Even  those  who  seriously  violate  prison  rules  b;  drinking  and  fighting  are  generally  confined 
in  the  strict  regime  den  for  one  or  two  weeks.    3ut  in  my  case,  I  was  held  in  strict  regime 
dens  three  times,  for  a  total  of  more  than  eight  nonths  in  the  year  and  a  half  between  May 
1991  and  January  1993. 

On  June  4,  1991,  I  started  a  hunger  strike.  Th:.t  evening,  Wang  Yinshan,  together  with  his 
subordinates  Zou,  Liu,  Wang  and  Yang,  beat  n  e  cruelly  and  tried  to  extort  a  confession  by 
torture.   They  used  foul  language,  saying  they  vvould  skin  me  alive  and  declaring  that  "a  year 
from  today  v/ould  be  your  (death)  anniversary."    That  savagery  took  place  in  the  "office" 
established  by  the  Lingyuan  procuratorate  in  thi  Second  Brigade.   I  did  not  know  whether  to 
cry  or  to  laugh. 

Between  Jun:  and  August,  1991,  the  common  criminal  Wang  Liansheng  and  others,  at  the 
instigation  o:'  the  police,  set  up  kangaroo  courts  on  many  occasions  and  "tried"  me  during  the 
night.   During  the  floods  in  South  China,  the  authorities  forced  us  to  donate  to  the  affected 
areas.    At  first  I  donated  two  yuan.    Si  Wei  an>l  other  prisoners  of  conscience  had  no  money 
to  donate,   hs  a  result,  we  donated  too  litde  and  failed  to  fulfill  the  target.  The  criminal 
Wang  Lianshan  and  others,  instigated  by  the  pc  lice,  beat  us  until  we  promised  to  donate  a 
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total  of  ten  yuan. 

During  most  of  the  time  I  spent  at  the  Second  Bugade,  we  were  forced  to  make  match 
boxes.   We  worlccd  more  than  ten  hours  everyday  and  were  not  allowed  to  take  a  day  off 
even  on  Sundiiy.    During  the  time  for  recreation  and  rest,  we  were  not  allowed  to  carry  out 
recreational  activities  like  reading  books  or  newspapers,  or  watching  television.    Instead, 
they  meted  oit  corporal  punishment  or  forced  us  to  work  overtime. 

On  November  15,  1991, 1  and  fourteen  other  prisoners  of  conscience  started  a  collective 
hunger  strike  because  we  could  no  longer  endurt*  the  prolonged  persecution  and 
maltreatment.  We  demanded  to  be  sent  back  to  our  native  towns  and  to  have  the  prison 
conditions  improved.   Instead,  the  prison  authorties  sent  all  of  us  to  strict  regime  dens  and 
forced  us  to  set  on  the  bench  for  fourteen  hours  every  day  until  January  19,  1992.   During 
that  time,  I  went  on  hunger  strikes  many  times  tj  protest  the  illegal  maltreatment.    But  each 
time,  I  was  batten  savagely.   I  refused  to  sit  on  the  bench  as  a  punishment.  The  prison 
authorities  had  a  dozen  common  criminals  force  me  to  sit  on  the  "worker's  tiger  bench. " 
Tliat  is.  they  twisted  my  arms,  pulled  my  lets,  cnoked  my  throat,  covered  my  mouth,  and 
stepped  on  my  stomach  to  force  mc  to  sit  on  the  bench.  The  police  also  instigated  the 
common  crinrinals  Li  Chuanpo,  Zhang  Yao,  Hu  Wei  and  others  to  beat  me  and  kick  me  to 
humiliate  me.  so  that  my  head  and  chest  sufferei  many  wounds.   When  I  showed  the  scars 
on  my  head  to  my  sister  several  months  later,  "Xang  Guopiong  insisted  that  was  a  wound 
from  freezing .   When  Li  Chuanpo  beat  me  savagely  and  held  mc  down  on  the  ground,  the 
pciliccmen  just  watched  and  did  nothing  to  stop  fhem.  They  even  claimed  that  the  common 
criminal  we«:  not  beating  mc,  only  trying  to  he  p  raise  my  understanding,  so  that  I  would 
repent  (the  brigade  leader,  Peng  Shilong,  said  tiat). 

On  October  2,  1992,  when  I  was  receiving  my  '^^ather  and  younger  sister,  I  told  them  how 
N\'ajig  Yinshzji,  Li  Yang,  Diao  Lie  and  others  b^  and  abused  and  maltreated  me.   Li  and 
Diao  who  wtre  present  were  infuriated  and  abu^ied  and  insulted  me.  That  evening,  section 
chief  Wang  Yinshan  came  to  my  cell  to  provokt;  and  beat  me.   With  the  help  of  his 
classmate  in  the  police  academy,  section  chief  ^'ang  Baoxi  and  Yang  Jun,  and  a  dozen  other 
common  criminals,  he  held  me  down  at  the  entrance  of  the  watercloset,  and  administered 
what  they  caled  "electric  shock  therapy"  and  several  12,000-volt  high  tension  riot  batons. 
While  shocking  me,  they  shouted:  "So  you're  tough!"  (I  clenched  my  teeth)  "Are  you  giving 
up?"  "Dare  you  try  to  complain  again?"   Even  v^hen  I  was  forced  to  say  "I  give  up",  "I 
won't  dare  complain  again",  and  admitted  that  it  was  I  who  hit  section  chief  Wang  and  not 
the  other  way  around  (it  was  a  confession  extorted  by  savage  beating),  they  still  would  not 
stop.   They  then  sent  me  to  the  strict  regime  dca  for  three  months  until  January  6,  1993,  not 
long  before  the  Spring  Festival. 

When  I  was  under  the  strict  regime,  the  three  s>3ction  chiefs  Wang,  Yang  and  Li  forced  me 
to  write  confessions  of  my  "crime."   They  torttred  mc  and  forced  me  to  confess  that  I 
p.anned  to  k.ll  section  chief  Wang  Yinshan.    I  rame  under  close  surveillance  as  SOOn  as  I 
arrived  at  Lingyuan's  Second  Brigade.    I  could  not  even  come  close  to  a  policeman.   And 
they  wanted  me  to  confess  that  I  tried  to  kill  a  government  cadre.   They  stood  facts  on  their 
heads  and  talked  nonsense. 
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On  October  2,  1.992,  I  started  a  hunger  strike  to  piotest  continued  beaiings,  abuses  and  the 
illegal  strict  regime  confinement.   I  refused  to  eat  n  drink  for  a  whole  week  until  the  mght 
of  October  10,  when  deputy  section  chief  Li  Yang  with  the  help  of  common  criminals  Yang 
Jun,  Liu  Yuanchao.  Hao  Yiguo,  Wang  Fusheng,  2  hang  Shcngyi,  Bi  Qingkui  and  Ying 
Yuhiia.  took  mt;  to  the  conference  room  of  the  prison  administration  .uid  force  fed  me  com 
porndge  through  a  tube.   The  claimed  they  were  "carrying  out  Premier  Li's  instruction:   it  is 
important  to  save  a  life.   We  are  treating  you  in  a  revolutionary  humane  way. "   They 
threatened  me,  saying  "If  only  your  family  dare  tc  file  a  complaint,  you  will  die  right  here 
and  your  entire  family  will  go  to  prison. " 

Between  October  2.  1992  and  January  6,  1993,  I  jften  refused  to  take  food.   During  the  first 
two  months,  I  only  took  food  once  on  Wecnesday  and  again  on  Sunday  during  the  entire 
week.   And  eat;h  time,  only  about  500  grams.   During  the  month,  I  ate  only  once  every  day 
and  about  200  grams.   My  health  continued  to  de'jiriorate  and  I  lost  weight  rapidly.   Even 
under  those  conditions,  Wang  Shijun,  com.nander  of  the  strict  regime  brigade,  with  the  help 
of  a  dozen  common  criminals,  forced  me  to  sit  or  the  "worker's  tiger  bench,"  or  held  me 
down  on  the  cement  floor.   He  also  personally  beat  me,  saying  "I  don't  believe  I  can't  break 
you,  you  little  counterrevolutionary,  little  riot  criminal",  "I'd  rather  lose  my  head  lo  make 
you  confess  to  your  crime,  to  make  you  bow  to  die  communist  party",  I'd  rather  be  expelled 
from  the  party  and  from  the  police  force.    But  I  will  eliminate  you,  a  gardened  stinking 
dangerous  element,  for  the  party",  "This  is  the  dictatorship  of  the  proletariat,  the  meat 
grinder.   If  yoa  refuse  to  bow  your  head,  we  wil  grind  you  slowly  to  death",  "If  you  don't 
confess  your  crime,  you  will  never  leave  the  Second  Brigade  alive.  This  is  what  the  Second 
Brigade  is  about." 

The  room  for  reflection  was  dark,  damp  and  cold.  The  window  panes  were  broken  and  cold 
air  kept  coming  in.   It  was  a  large  empty  room  measuring  70  square  meters,  and  I  was  the 
only  occupant    I  was  only  allowed  to  have  simp  e  beddings.   I  lived  there  for  seven  months 
and  was  often  forced  to  sit  on  the  bench  or  on  th  i  cement  floor.   During  my  stay  in  the 
Second  Brigace,  I  was  only  allowed  to  bathe  my>elf  five  times  in  almost  two  yean.   In  the 
year  and  more  between  November  1991  and  January  1993,  I  was  never  allowed  to  go  down 
stairs  for  exercise.    I  could  not  even  sun  my  danip  beddings.   During  my  period  of 
"reflections,"  I  was  not  even  allowed  to  wash  m  '  feet,  face  or  clothing  for  long  periods  of 
time.   The  terrible  living  conditions  and  inhumane  treatment  resulted  in  my  contractmg 
arthritis,  myo;:arditis,  kidney  and  skin  diseases,  md  hemorrhoids.   I  often  suffered  from 
prolapse  of  tliC  anus,  but  could  not  get  prompt  aid  effective  treatment.  They  even  refused  to 
allow  me  to  go  to  the  hospital  for  treatment. 

I  am  not  sayiig  all  policemen  at  the  Lingyuan  Second  Brigade  are  heartless  people.   But 
under  the  strict  control  of  the  brigade  commandi  r  Zhan  Aiquing,  all  those  who  felt  sympathy 
for  me  or  were  willing  to  beat  me  were  transferred  away.   Quite  a  few  cadres  who  were 
directly  responsible  for  my  supervision  were  considered  politically  not  firm  enough  and  were 
transferred  or  demoted  simply  because  they  sho  ved  some  friendship  for  me.   On  the  other 
hznd,  all  those  who  beat  me  were  promoted.   Tike  Yang  Guopiong,  for  example,  he  was 
promoted  by  the  brigade  commander  to  section  :hief  of  prison  administration  in  charge  of 
overall  work    Recently,  he  was  promoted  agaii  to  president  of  the  trade  union  with  the  rank 
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of  a  deputy  brigade  commander.   Diao  Lie  and  Li  Vang  were  both  in  their  thirties  when  they 
were  promoted  lo  be  group  leader  or  depot)'  sectioi^  chief.    Yang  Baoxi  was  promoted  lirom 
deputy  to  section  chief  and  became  reputedly  the  yjungest  chief  of  prison  administration  in 
the  Lingyuan  ar;a.    Secretary  Liu  Guodong  was  sent  to  college  to  get  higher  education.   The 
main  criterion  forjudging  a  cadre  at  Lingyuan's  S-^ond  Brigade  is  whether  he  beats 
prisoners  savag<!ly  enough.   The  surest  way  to  win  promotion  is  to  beat  and  abuse  me.   That 
prompted  some  young  policemen  to  try  their  manhood  on  me  simply  to  show  their  ability  in 
reforming  and  punishing  people.    When  one  demoiJstrated  that  he  COlild  break  mc,  it  was 
indisputable  prcof  of  his  talent,  and  he  was  sure  to  get  quick  promotion.   He  may  even 
publish  a  paper  and  win  reception  and  praise  by  a  senior  official. 

All  'Jie  policemen  I  am  -accusing  are  the  ones  who  directly  supervise,  who  have  a  right  to 
administer  "elcotric  shock  therapy"  to  me  at  any  tmc  and  place,  or  practice  other  forms  of 
"revolutionary  humanitarianism."  They  even  exeicise  the  right  of  life  and  death.   Deputy 
section  chief  L;  Yang  told  me  himself  that  he  could  order  me  to  go  near  the  barbed  wires 
and  then  accuai  me  of  trying  to  escape  and  have  lae  shot.   No  one  would  find  out  the  truth. 
Even  if  it  is  finally  exposed,  the  most  he  would  gjt  would  be  a  7-year  prison  term  for 
dereliction  of  duty.   At  the  present  time,  all  the  policemen  know  I  am  determined  to  file 
complaints  against  them.   So  they  try  hard  to  obsinict  and  unscrupulously  intimidate  me  with 
their  retaliation.   They  often  shout  at  me:  "What  are  you  going  to  do  me?  Go  ahead  and 
complain  against  mc.   I  am  a  communist  party  member,  wearing  police  uniform.   I  will  get 
promotion  all  .he  same  and  supervise  you  all  the  same! "  If  these  people  who  beat  and  abuse 
us  at  will  are  iillowed  to  go  scott-frce,  or  even  wm  praise  and  promotion  from  their 
superiors,  it  would  be  trampling  the  law  undcrfo^tt,  a  contempt  for  human  rights,  and  even 
my  life  would  be  in  danger.   Section  chief  Yang  Baoxi  told  me:  "I  could  order  every 
prisoner  in  the:  Second  Brigade  to  stab  you  with  his  finger  and  stab  you  to  death.   And  no 
one  would  be  held  responsible.   You  won't  know  whom  to  complain  against." 

I  know  very  v/ell  I  should  value  my  own  life.   1 :5hall  live  and  sec  for  myself  that  law  and 
human  rights  are  respected,  that  the  demccratizalion  of  China  moves  forward,  and  that 
China's  human  rights  conditions  improve. 


Note:  Sitting  on  the  bench  is  form  of  corporal  punishment  for  prisoners  of  conscience  in 
Lingyuan  prison.   Everyday,  Liu  Gang  was  forced  to  sit  on  a  bench  about  two  meters  long 
and  fifty  cemimeters  high,  but  only  ten  centimvters  wide,  to  "reflect  on  his  crimes" 
sometimes  for  more  than  ten  hours  a  day.   Sitting  on  that  bench  over  a  long  period  of  time 
causes  swoUin  legs  or  even  the  shriveling  of  tie  muscles. 

Post  script:     According  to  Liu  Gang's  younger  sister,  she  found  Liu  Gang  in  very  poor 
health  when  she  saw  him  on  April  19.    Became  he  was  suffering  from  a  prolapse  of  the 
anus,  he  could  not  even  sit  steadily.   A  third  of  his  hair  had  turned  white  aiul  begun  to  fall 
off.   He  had  psoriasis  all  over  his  head  so  his  hair  looked  even  whiter.   He  had  pimples  all 
over  his  fact  from  the  dampness.    He  was  very  thin.  And  that  was  only  what  she  could  see 
from  the  surface. 
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STATEMENT  OF  MIKE  JENDRZEJCZYK,  WASHINGTON 
DIRECTOR,  ASIA  WATCH 

Mr.  Jendrzejczyk.  I  am  Mike  Jendrzejczyk,  and  I  am  the  Wash- 
ington director  of  Asia  Watch.  I  appreciate  the  opportunity  to  ap- 
pear again  before  your  subcommittee. 

In  his  statement  extending  MFN,  President  CHnton  mentioned 
the  coastal  provinces  and  Shanghai  in  particular  as  being  an  en- 
gine of  economic  reform.  Unfortunately,  places  like  Shanghai  are 
also  places  where  human  rights  abuses  continue  to  occur. 

Just  prior  to  last  week's  anniversary  of  the  Tiananmen  Square 
massacre,  a  gr^oup  of  activists  tried  to  organize  a  peaceful  com- 
memorative event.  There  are  reports  of  up  to  50  have  been  arrested 
and  yesterday  a  number  of  their  friends  and  supporters  began  a 
hunger  strike  outside  the  Shanghai  police  station.  They  have  also 
been  taken  into  detention. 

I  mention  this  incident,  one  of  many,  just  to  illustrate  the  broad- 
er point  that  the  Chinese  Government  is  determined  to  pursue  a 
policy  of  economic  reform,  but  it  is  equally  determined  to  retain  a 
policy  of  tight  political  control  and  repression  of  basic  human 
rights. 

We  document  in  our  written  testimony  the  massive  human  rights 
violations  still  being  practiced  by  the  Chinese  Government  and  we 
believe  the  sustained  pressure  of  the  international  community,  es- 
pecially the  United  States,  is  crucial  to  bringing  about  some  basic 
improvements.  As  you  know,  we  have  been  lobbying  and  advocating 
for  the  last  3  or  4  years  verifiable,  meaningful  but  realistic  condi- 
tions on  MFN  status  for  China. 

Our  criteria  for  these  conditions  have  been  threefold.  One,  they 
must  be  verifiable.  There  must  be  a  way  of  ascertaining  whether 
China  is  in  fact  complying. 

Two,  they  should  bring  about  greater  accountability  by  the  Chi- 
nese Government;  and  thirdly  they  should  bring  about  some  possi- 
bilities of  outside  scrutiny  especially  of  China's  jails  and  prison  sys- 
tem. We  welcome  President  Clinton's  announcement  and  his  Execu- 
tive order  attaching  human  rights  conditions  for  the  extension  of 
MFN  in  1994.  It  was  a  step  forward  to  have  a  consensus,  which 
has  not  existed  since  the  Tiananmen  massacre,  between  the  execu- 
tive and  the  legislative  branches,  since  this  sends  the  strongest 
message  to  Beijing. 

As  you  said,  Mr.  Chairman,  this  morning,  it  is  now  up  to  Beijing 
to  take  the  necessary  steps  to  meet  the  conditions.  However,  we 
have  several  concerns  about  the  conditions  themselves  and  three 
recommendations  about  the  implementation  of  the  Executive  order 
that  we  would  like  to  present  to  the  committee. 

First,  two  of  the  most  important  conditions  we  believe  deal  with 
access  for  international  humanitarian  organizations  such  as  the 
International  Committee  of  the  Red  Cross  to  prisons  as  well  as  an 
accounting  and  release  of  Chinese  prisoners.  We  are  disappointed 
that  these  key  conditions  are  in  the  Executive  order  under  the  cat- 
egory of  "overall  significant  progress."  In  other  words,  they  are  not 
conditions  that  must  be  met  for  China  to  get  MFN  next  year,  and 
we  are  concerned  that  China  could  take  token  gestures  to  meet 
these  conditions  and  still  receive  MFN. 
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We  are  disappointed  that  this  is  the  way  the  Executive  order  has 
been  framed. 

Second,  we  have  advocated  for  some  time  that  a  key  minimal 
condition  for  MFN  should  be  greater  outside  access  to  Tibet.  As  we 
have  seen  in  the  press  in  the  last  few  weeks,  pro-independent  sen- 
timent in  Tibet  remains  strong.  Demonstrations  against  price  in- 
creases quickly  escalated  to  political  protests  which  were  put  down 
by  tear  gas  and  arrests  by  Chinese  authorities. 

We  would  have  liked  to  have  seen  in  the  conditions  a  basic  re- 
quirement that  Tibet  be  opened  up  for  outside  scrutiny  by  foreign 
journalists  and  human  rights  monitoring  organizations  and  unfor- 
tunately there  is  not  a  word  about  this  in  the  Executive  order. 

From  our  point  of  view,  the  key  question  is  how  the  administra- 
tion will  define  significant  progress  over  the  next  year  as  well  as 
what  kind  of  pressure  it  will  exert  on  China  to  comply  with  the 
conditions. 

We  believe  that  a  policy  of  isolation  would  be  a  mistake,  but 
what  we  need  is  a  policy  of  tough  engagement  that  uses  a  variety 
of  tools  including  but  not  limited  to  MFN  to  bring  about  compli- 
ance. 

We  would  like  to  make  three  specific  recommendations  of  ways 
in  which  this  Executive  order  can  be  strengthened  as  well  as  ways 
to  bring  about  pressure  for  greater  Chinese  compliance. 

First,  we  believe  the  administration  should  submit  to  Congress 
an  interim  progress  report  6  months  after  the  Executive  order 
takes  place  spelling  out  in  detail  how  China  is  meeting  and  not 
meeting  the  conditions.  That  would  have  the  effect  of  putting  them 
on  notice  publicly  that  they  have  further  progress  to  make  before 
they  can  be  seen  as  fully  meeting  the  conditions  a  year  down  the 
road. 

We  don't  believe  private  negotiations  are  enough.  We  think  in  6 
months  there  should  be  another  hearing  like  this  one  where  this 
report  is  put  on  the  record  and  can  be  scrutinized  publicly. 

Second,  if  there  is  not  substantial  and  genuine  progress  toward 
meeting  the  conditions  sometime  over  the  next  year,  we  think  the 
President  should  consider  slapping  selective  tariff  increases  on 
some  goods  produced  by  State-run  enterprises  into  the  United 
States.  This  was  the  kind  of  tactic  that  was  used  very  successfully 
to  get  the  Chinese  to  agree  to  the  market  access  agreement. 

We  think  for  example  on  the  question  of  prison  labor  a  condition 
in  the  Executive  order  is  that  they  must  comply  with  requests  to 
visit  prison  factories  and  farms.  If  they  continue  to  drag  their  feet, 
the  President  has  the  authority  under  the  Smoot-Hawley  provision 
of  the  Trade  Act  to  ban  entire  categories  of  prison  labor  products. 
That  would  be  a  very  clear  effective  way  of  sending  a  message  to 
Beijing  that  the  administration  means  business. 

Our  last  recommendation:  we  strongly  agree  with  Ambassador 
Lord's  statement  this  morning  that  the  American  business  commu- 
nity, having  lobbied  so  heavily  the  administration  and  the  Con- 
gress on  this  issue,  should  now  be  lobbying  the  Chinese  Govern- 
ment. In  private  conversations  we  have  had  with  American  busi- 
ness leaders,  we  have  urged  them  to  do  precisely  that;  that  now  it 
is  crucial  that  they  weigh  in  with  Beijing  directly  to  urge  the  kind 
of  progress  to  meet  these  conditions  that  would  bring  about  real 
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human  rights  improvements.  But  we  think  even  more  should  be 
done. 

Last  year  former  Congressman  John  Miller  of  Washington  State 
introduced  a  code  of  conduct  outlining  minimal  steps  U.S.  busi- 
nesses could  and  should  take  in  China  to  protect  and  promote 
human  rights.  These  steps  are  based  roughly  on  the  Sullivan  prin- 
ciples for  South  Africa.  That  is  contained  in  a  conference  report  of 
the  Export  Administration  Act  and  passed  by  the  Senate  last  Octo- 
ber, but  was  not  acted  upon  by  the  House. 

We  would  hope  this  legislation  would  be  reintroduced  this  year 
with  support  from  both  the  administration  and  the  business  com- 
munity to  make  it  very  clear  that  American  business  shares  the 
basic  concerns  about  human  rights  and  humanitarian  values  that 
drive  and  motivate  U.S.  Government  policy  toward  China.  We 
think  through  their  actions,  small  as  they  may  be,  private  or  pub- 
lic, the  American  business  community  can  help  deliver  this  very 
important  message  to  the  Chinese  Government  directly. 

Finally,  we  sincerely  hope  that  China  will  respond  positively  and 
substantively  to  the  President's  order.  We  are  afraid  that  if  they 
don't  we  may  be  having  another  hearing  like  this  a  year  from  now 
in  which  we  will  be  faced  with  the  same  dilemma,  whether  or  not 
to  extend  MFN  for  another  year,  but  without  significant  improve- 
ments in  human  rights. 

If  this  should  happen,  the  President  would  be  breaking  faith  with 
his  own  policies,  with  the  American  people,  and  with  the  people  of 
China  and  that  would  be  a  tragedy.  So  we  hope  the  administration 
will  use  every  tool  at  its  disposal  to  enforce  the  best  and  most  effec- 
tive possible  compliance  with  these  conditions. 

Thank  you  very  much,  Mr.  Chairman. 

Chairman  Gibbons.  Thank  you. 

[The  prepared  statement  follows:] 
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It  is  an  honor  to  appear  before  the  Ways  and  Means  Committee  to 
discuss  the  issue  of  human  rights  and  Most  Favored  Nation  (MFN)  trade 
status  for  China.    My  name  is  Mike  Jendrzejczyk,  and  I  am  the 
Washington  director  of  Asia  Watch,  a  division  of  Human  Rights  Watch,  a 
nongovernmental  human  rights  monitoring  organization. 

We  are  particularly  grateful  to  you  for  providing  this  occasion  to 
spotlight  human  rights  violations  in  China  and  Tibet  because  the  situation 
remains  among  the  worst  in  the  world.    Gross  abuses  continue,  thousands 
of  political  prisoners  are  held  in  squalor  and  misery,  and  many  more  are 
required  to  work  in  forced  labor  camps.    Freedom  of  assembly, 
expression,  and  religion  are  brutally  suppressed,  independent  human  rights 
organizations  continue  to  be  crushed,  and  access  by  international  human 
rights  and  humanitarian  groups  to  labor  camps,  prisons,  and  other  places 
of  detention  is  denied. 

There  is  a  mistaken  tendency  on  the  part  of  some  policy  makers  to  equate 
moves  towards  economic  reform  and  modernization  with  political 
liberalization  in  China.    The  events  of  the  past  year  should  remove  any 
such  delusions.    Notwithstanding  Deng  Xiaoping's  highly  publicized  tour 
of  southern  China  in  late  January  1992  and  the  subsequent  wave  of 
economic  reforms,  political  repression  continued  unabated.    Indeed, 
Communist  Party  leader  Jiang  2^min  made  it  plain  that  economic 
liberalization  would  co-exist  with  continued  political  repression  when  he 
reminded  a  meeting  of  the  country's  top  judges  that  "the  more  we  pursue 
reform  and  the  open  door  policy...  the  more  we  must  uphold  the 
dictatorship  of  the  proletariat." 

The  government  more  than  made  good  on  its  promise.    TTie  year 
1992  witnessed  the  crushing  of  a  number  of  prodemocracy  groups  which 
emerged  from  the  ashes  of  Tiananmen  Square.    Asia  Watch  learned  of  the 
secret  arrest  of  some  40  human  rights  activists  associated  with  progressive 
groups  that  sprang  up  in  1992,  including  the  Free  Labor  Union  of  China, 
the  Liberal  Democratic  Party,  the  China  Progressive  Alliance,  the  China 
Social  Democratic  Party,  the  All-China  People's  Autonomous  Federation, 
the  Young  Marxism  Party  and  the  Democratic  Freedom  Party.     It  is 
important  to  note  that  these  groups  emerged  in  advance  of  the  third 
anniversary  of  the  1989  protest  movement,  encouraged  by  the  success  of 
Deng's  "trip  to  the  south"  and  his  renewed  economic  reform  offensive. 

One  of  the  new  prodemocracy  groups,  the  Liberal  Democratic 
Party  of  China  issued  a  press  statement  in  March  1992,  calling  upon  the 
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government  to  release  political  prisoners,  and  making  the  following  comment  about  the 
economic  reform  movement:    "It  is  unreasonable  to  pursue  economic  reform  while 
reinforcing  totalitarian  politics...    The  prerequisite  for  smooth  reform  lies  not  in  upholding 
the  dictatorship's  'social  stability'  but  rather  in  creating  a  relaxed  environment  for 
democracy.'     The  fate  of  these  new,  fledgling  prodemocracy  groups,  which  had  attempted 
to  create  some  political  space  during  the  time  of  the  economic  reform  push,  is  instructive: 
they  were  smashed  by  the  authorities,  and  their  leaders  Jailed. 

Journalists  have  also  been  targeted  and  harassed.    Late  last  year,  Wu  Shishen,  a 
journalist,  was  sentenced  to  15  years  in  prison  for  leaking  to  the  Hong  Kong  press  a  speech 
given  by  Communist  Party  Secretary  Jiang  2^min  to  the  party  Congress  in  the  fall. 

Arrests  and  trials  are  continuing  into  1993.    For  example,  Bai  Weiji,  a  former 
employee  of  the  Foreign  Ministry,  was  arrested  in  connection  with  the  raid  on  the 
Washington  Post's  Beijing  office  on  May  17,  1992.    He  was  known  to  have  friendly  contacts 
with  several  foreign  correspondents,  including  the  Post's  bureau  chief,  Lena  Sun.    Bai  was 
reportedly  charged  with  the  crime  of  "leaking  state  secrets."    His  trial  took  place  on  March 
13,  1993;  a  verdict  has  not  yet  been  announced. 

The  arrest  of  Wang  Wanxing,  a  former  political  prisoner,  is  particularly  poignant  as 
we  have  just  observed  the  four  year  anniversary  of  Tiananmen  Square.    Wang  attempted  to 
unfurl  a  banner  in  Tiananmen  Square  to  commemorate  the  anniversary  last  June.    He  was 
later  forcibly  committed  to  a  psychiatric  institute  in  southwest  Beijing  run  by  the  Beijing 
Public  Security  Bureau,  having  been  diagnosed  by  police  doctors  as  suffering  from  "paranoid 
psychosis."    In  an  appeal  letter  to  President  Bush  and  U.N.  Secretary  General  Boutros 
Boutros  Ghali,  Wang  said  that  he  was  being  given  psychotropic  drugs  forcibly.    He  is  still 
being  held  in  the  asylum,  and  was  beaten  up  by  violent  mental  patients  in  April  1993. 

Within  the  past  year,  a  number  of  people  was  arrested  for  allegedly  possessing 
prodemocracy  literature,  or  hanging  posters.    Among  those  arrested  were  Liao  Jia'an  and 
Wang  Shengli,  who  had  founded  a  "study  club"  at  Beijing  Normal  University  in  1991.    They 
also  produced  a  lively  journal  that  included  commentary  on  a  number  of  current  issues,  film 
and  book  reviews,  and  political  commentary.   The  club  was  forced  to  disband  in  September, 
and  in  December  it  was  reported  that  Wang  and  Liao  had  been  formally  charged  with 
counterrevolution  and  would  face  trial  in  January  1993.     The  two  men  are  currently  reported 
to  be  held  at  Banbuqiao  Detention  Center  in  Beijing.    As  is  the  case  of  so  many  of  the 
democracy  prisoners  rounded  up  in  the  immediate  aftermath  of  Tiananmen  Square,  Liao  is 
said  to  have  contracted  hepatitis  but  is  said  to  have  received  no  treatment  from  the 
authorities,  and  Wang  was  reportedly  severely  mistreated  by  the  common  criminals  with 
whom  he  shares  a  cell. 

Asia  Watch  has  recently  learned  more  about  the  situation  of  political  prisoners  from 
the  Democracy  Wall  movement  (1978-81.)  We  know  of  at  least  seven  prisoners  from  the 
Democracy  Wall  period,  including  Chen  Ziming  and  Wang  Juntao,  who  are  perhaps  the  best 
known  casualties  of  the  1989  prodemocracy  movement.   Though  Chen  and  Wang  had  not 
been  arrested  previously,  they  were  nonetheless  key  activists  during  the  Democracy  Wall 
period.   They  were  sentenced  to  13  years  in  jail  in  February  1991  on  charges  of  "counter- 
revolution," accused  of  being  the  "masterminds"  behind  the  1989  democracy  movement. 

Wang  Juntao  urgently  needs  medical  care.    According  to  his  wife,  Hou  Xiaotian,  his 
health  has  deteriorated  seriously  and  he  is  suffering  not  only  from  hepatitis  B,  plus  a 
coronary  heart  disease.   There  is  also  concern  that  the  34-year-old  Wang  may  have 
contracted  diabetes,  cirrhosis  or  a  kidney  disease.     In  August  1991  Wang  went  on  a  hunger 
strike  that  provoked  an  international  outcry  that  forced  the  Chinese  to  admit  he  was  seriously 
ill  and  to  put  him  in  a  prison  hospital  (Yanqing,  northeast  of  Beijing)  in  September  1991. 
However,  the  treatment  he  received  there  has  been  ineffective,  the  conditions  poor,  and  he 
has  been  refused  permission  to  leave  the  hospital,  despite  numerous  appeals  from  his  wife. 
We  believe  the  U.S.  and  other  governments  should  insist  on  his  immediate  release  on 
medical  bail. 
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Asia  Watch  also  makes  a  particular  appeal  on  behalf  of  Wei  Jingsheng,  who  has 
suffered  for  such  a  long  time  in  China's  prisons  for  his  views.   This  prominent  leader  of  the 
Democracy  Wall  movement  is  nearing  the  end  of  his  15-year  sentence.  Asia  Watch  has 
learned  that  Wei  Jingsheng  is  currently  being  held  at  the  Nanpu  New  Life  Salt  Farm.    (The 
Nanpu  New  Life  Salt  Farm  is  one  of  the  largest  --  and,  for  the  government,  most  profitable  - 
-  forced  labor  camps  in  China.)    Wei  is  currently  being  held  in  a  special  cell  two  meters  by 
two  and  a  half  meters  in  size.   The  room  has  a  15-square-meter  yard  attached  to  it,  which 
Wei  is  allowed  to  use;  but  he  is  never  permitted  to  leave  this  closed  unit,  and  allowed  to 
speak  to  no  one  but  the  prison  guards. 

We  welcomed  the  release  of  Xu  Wenii  on  May  26,  1993,  another  Democracy  Wall 
activist  arrested  in  1981  and  also  sentenced  to  15  years  in  prison.    Xu  should  not  have  spent 
one  day  in  detention  and  should  never  have  been  arrested  purely  for  advocating  peaceful 
change.    It  is  a  tragedy  that  he  lost  more  than  12  years  of  his  life  because  he  dared  to  differ 
from  the  Party  line.    His  release,  literally  days  before  the  President's  decision  on  granting 
MFN,  would  never  have  occurred  without  international  pressure  backed  by  the  pwssibility  of 
economic  sanctions.    While  China  should  not  be  congratulated  for  freeing  him,  even  this 
gesture  indicates  China's  willingness  to  make  concessions.         .  ,_ 

In  January  1992,  Asia  Watch  published  an  extensive  report  on  freedom  of  religion  in 
China,  documenting  the  concerted  crackdown  against  Catholic  and  Protestant  believers 
operating  outside  the  officially  controlled  churches.    We  have  just  released  a  new  report, 
assessing  the  current  situation.    In  February  and  March  1993  China  announced  releases  of 
some  eighteen  Catholic  prisoners  prior  to  the  expiration  of  their  terms  (a  priest.  Father  Wei 
Jingyi,  and  a  layman,  Zhang  Guoyan,  whose  releases  were  announced  in  March,  never 
returned  home,  and  are  still  ihought  to  be  in  detention.)   But  this  action  does  not,  in  any 
way,  represent  an  easing  of  persecution  of  religious  believers.    In  fact,  the  Chinese 
government  has  steadily  tightened  and  expanded  its  control  over  all  religious  activity 
(including  Tibetan  Buddhists  and  Moslems),  and  since  early  1992  has  narrowed  the  range  of 
permissible  religious  activity.  The  authorities  are  especially  concerned  about  the  seemingly 
explosive  growth  of  Christianity  in  China  among  young  people.    Clergy  and  lay  people  are 
imprisoned  or  restricted;  those  who  violate  official  religious  policy  risk  a  pattern  of  short- 
term  detention,  harassment  and  intimidation;  and  there  have  been  alarming  reports  of 
beatings,  interrogations,  and  deaths  of  Catholic  bishops  in  detention  or  who  have 
disappeared.    Our  report  provides  details  on  56  religious  leaders  or  layworkers  known  to  be 
in  detention  and  36  others  facing  restrictions  after  their  release. 

One  recent  case  involved  the  persecution  of  Christians  in  Shaanxi  province.    A  letter 
from  a  pastor  smuggled  out  of  China  describes  the  death  of  a  22-year-old,  Lai  Manping,  who 
apparently  died  of  injuries  suffered  in  a  beating  by  police  when  they  raided  an  illegal 
Protestant  house  church  and  arrested  100  people.  The  raid  took  place  in  March  1993;  such 
raids  are  a  routine  occurrence  in  many  parts  of  China. 

In  Tibet,  the  spread  of  pro-independence  activity  into  rural  areas  outside  of  Lhasa  has 
provoked  a  resurgence  of  repression,  with  fanners  being  given  sentences  of  up  to  18  years  in 
prison.    In  March,  Amnesty  International  reported  a  wave  of  arrests  in  Lhasa  in  which  at 
least  26  Tibetans  were  picked  up  -  including  a  15-year-old  nun  -  for  demonstrating 
peacefully.   The  nun,  Tenzin  Dekyong,  though  a  juvenile,  is  reportedly  being  held  at  Gutsa 
Detention  Center,  an  adult  prison,  in  violation  of  the  UN  Convention  on  the  Rights  of  the 
Child  (which  China  has  signed). 

Reports  of  torture  and  ill-treatment  in  Tibetui  prisoners  are  common.    Brutal  torture 
and  mistreatment  is  widespread  in  prisons  and  labor  camps  across  China.    We  are  especially 
concerned  about  two  Tibetans  arrested  on  May  13,  1993  at  their  homes  in  Lhasa  just  prior  to 
the  arrival  of  a  European  Community  delegation.  (A  third  person  arrested  with  them  has 
since  been  released.)   Lobsang  Yonten,  64  years  old,  a  former  monk,  and  Gendun  Rinchen, 
46  years  old,  a  tour  guide,  are  at  grave  risk  of  being  tortured  because  they  had  planned  to 
contact  the  European  Community  delegation  about  human  rights  conditions  in  Tibet.    Passing 
information  to  foreigners  about  human  rights  conditions  is  considered  an  act  of  espionage 
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under  Chinese  law,  and  the  punishmeni  can  be  severe  (not  less  than  10  years  and  up  to  life 
imprisonment).    On  May  26  they  were  publicly  accused  of  stealing  "a  large  amount  of  stale 
secrets"  and  participating  in  "separatist  activities  which  directly  threaten  Chma's  national 
security." 

On  June  I ,  the  EC  issued  a  joint  statement  expressing  deep  concern  about  the  arrests 
of  Gendun  Rmchen  and  Lobsang  Yonlen,  repeating  earlier  demands  for  their  release  and 
calling  for  the  presence  of  foreign  observers  should  they  be  brought  to  trial. 

We  have  also  learned  that  one  reason  Gendun  Richen  apparently  decided  to  take  the 
risk  of  trying  to  deliver  a  letter  about  human  rights  to  the  EC  delegation  was  in  order  to 
break  through  the  kind  of  security  that  surrounded  a  delegation  of  U.S.  Senators  visiting 
Lhasa  in  Da:ember  1992.    In  a  letter  by  Gendun  Richen  smuggled  out  of  Tibet  just  days 
before  his  arrest,  he  noted  how  difflculi  it  would  be  for  the  EC  ofHcials  to  have  contact  with 
ordinary  Tibetans:  "All  the  delegations  who  come  here  are  escorted  like  prisoners... The 
Chinese  try  to  check  every  move  they  make.    If  the  Chinese  treat  them  in  such  a  way,  then 
they  can  imagine  how  they  treat  us."    The  U.S.  should  also  issue  a  strongly  worded 
statement  and  should  coordinate  additional  appeals  with  the  EC. 

Shortly  after  the  EC  delegation  left  Lhasa,  major  protests  erupted  involving  up  to 
2,000  people.    The  two  days  of  protest  began  peacefully  on  May  24,  but  police  fired  tear-gas 
when  protestors  threw  rocks  at  Chinese-owned  shops  and  demonstrators  chanted  pro- 
independence  slogans.    There  have  been  reports  of  further  arbitrary  arrests  in  connection 
with  the  protests.    All  those  who  participated  peacefully  in  the  demonstrations  should  be 
immediately  and  unconditionally  released.    The  Chinese  government  has  issued  conflicting 
reports  of  exactly  what  took  place  and  the  extent  of  injuries  or  damage  done.    The  Chinese 
foreign  minister,  visiting  Tokyo,  denied  there  were  any  arrests  made.    Meanwhile,  we  have 
received  unconfirmed  reports  of  continuing  arrests  in  Lhasa,  as  recently  as  June  1 ,  after 
police  with  cattle-prods  tried  to  break  up  a  public  protest. 

U.S.  Policy: 

Asia  Watch  is  disappointed  that  the  United  States  Government  has  been  largely  silent 
on  the  subject  of  human  rights  in  China  for  most  of  this  year.    Asia  Watch  had  hoped  that 
the  new  Administration  would  use  the  period  from  the  time  President  Clinton  took  office  in 
January  until  the  date  when  Most  Favored  Nation  trade  status  for  China  was  to  be  announced 
in  early  June  to  put  maximum  pressure  on  Beijing  to  make  human  rights  concessions.    In  our 
view,  the  Chinese  might  have  felt  it  necessary  to  make  major  human  rights  concessions 
before  MEN  renewal  if  the  President  had  spoken  publicly  about  human  rights  concerns  early 
in  his  term  and  indicated  what  steps  on  human  rights  the  Chinese  must  take  if  MFN  was  to 
be  renewed  this  year. 

Unfortunately,  there  was  no  major  speech  on  China  and  no  public  identification  of 
what  steps  China  must  take  to  get  MFN  in  1993  (though  we  understand  the  Administration 
may  have  been  sending  private  signals  to  Beijing.)   Nor  did  the  executive  branch  raise  tariffs 
selectively  on  products  under  the  authority  of  Section  301  of  the  Trade  Act.    At  any  lime 
during  the  past  five  months,  the  Clinton  Administration  could  have  signalled  its  seriousness 
to  the  Chinese  by  invoking  tariff  increases  or  prohibiting  categories  of  forced  labor-made 
products  which  would  have  indicated  to  Beijing  that  it  will  not  be  business  as  usual.  This  was 
a  lost  opportunity. 

On  a  positive  note,  we  welcomed  President  Clinton's  announcement  on  May  28  and 
his  Executive  Order  attaching  conditions  on  renewal  of  MFN  for  China  in  June  1994.  It  is 
now  up  to  the  Chinese  government  to  take  the  necessary  steps  to  meet  the  conditions. 

While  the  Executive  Order  does  indicate  a  commitment  by  the  Administration  to 
promote  human  rights  in  China,  we  have  serious  reservations  about  some  of  its  provisions. 
For  example,  some  of  the  conditions  are  so  vaguely  worded  that  they  create  major  loopholes. 
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Two  of  the  most  important  conditions  concern  releasing  and  providing  an  "acceptable 
accounting"  of  political  and  religious  prisoners,  and  allowing  access  to  prisons  by 
international  humanitarian  and  human  rights  organizations  so  as  to  reduce  torture  and  ill- 
treatment.    Verifiable  progress  on  these  two  fronts  would  be  critical  to  improving  human 
rights  in  China.    However,  we  are  disappointed  that  these  are  not  absolute  conditions  that 
must  be  met  if  China  is  to  keep  MFN  next  year.    Instead,  they  are  listed  (under  Section  1,  b) 
among  several  others  in  the  category  of  "overall,  significant  progress."    A  year  from  now, 
China  could  take  some  token  steps  to  comply  and  still  receive  MFN. 

With  regard  to  Tibet,  we  have  repeatedly  urged  that  increased  access  to  Tibet  by 
foreign  journalists  and  human  rights  monitors  in  order  to  observe  and  publicly  report  on 
human  rights  conditions  should  be  a  fundamental,  minimal  condition  for  MFN.    Recent 
events  in  Lhasa  have  only  underiined  the  critical  need  for  greater  outside  scrutiny.  But  the 
conditions  in  the  Executive  Order  dealing  with  Tibet  fail  to  even  mention  this  point.  The 
language  on  "protecting  Tibet's  distinctive  religious  and  cultural  heritage"  does  nothing  to 
address  the  critical  human  rights  situation  in  Tibet. 

On  prison  labor,  we  are  pleased  to  see  that  compliance  with  existing  commitments  to 
end  prison  labor  and  allow  US  inspections  in  China  is  an  absolute  must  requirement  to 
receive  MFN.    We  urge  the  Administration  to  vigorously  seek  to  visit  all  suspected  prison 
labor  sites  under  the  terms  of  the  Memorandum  of  Understanding  signed  last  August.   The 
Report  to  Congress  issued  on  May  28,  1993  to  accompany  the  President's  waiver, 
acknowledges  that  only  three  prison  have  been  visited  thjs  far,  out  of  16  cases  presented  to 
the  Chinese  authorities.    But  the  report  fails  to  describe  the  limitations  and  restrictions  put  on 
those  visits.  For  example,  a  visit  to  the  Gold  Horse  Diesel  Engine  Factory  last  fall,  part  of 
Yunnan  No.  1  Prison,  was  strictly  limited.    We  hope  that  Congress  will  request,  and  receive, 
a  much  fuller  and  more  detailed  accounting  of  China's  compliance  with  the  MOU,  as  well  as 
a  complete  briefing  on  the  Customs  Agency's  activities,  including  the  results  of  investigations 
into  cases  and  information  recently  provided  to  Customs  by  Asia  Watch  and,  a  few  weeks 
ago,  by  Harry  Wu. 

Now  that  the  Executive  Order  has  been  issued,  the  test  of  the  Administration's 
commitment  will  be  how  it  defines  "significant  progress."    If  the  President's  Order  is  to  have 
any  impact,  the  Administration  must  not  be  willing  to  settle  for  symbolic  gestures,  and  it 
should  be  prepared  to  back  up  its  words  with  actions.  Press  reports  in  The  New  York  Times 
(May  30)  and  the  Washington  Post  (May  29)  indicated  the  Chinese  government  privately 
expressed  relief  when  the  conditions  were  announced  --  while  publicly  condemning  Clinton's 
actions,  albeit  without  threatening  retaliation.   This  should  give  the  Administration  pause. 
The  China  Daily  even  went  so  far  as  to  express  "guarded  pleasure"  over  Clinton's 
announcement.   The  President  must  make  it  clear  to  Beijing  that  he  means  business.    We 
would  like  to  recommend  two  ways  in  which  this  could  be  done.    First,  we  believe  the 
Administration  should  issue  an  interim  report  on  Chinese  compliance  with  the  conditions, 
rather  than  wait  a  full  twelve  months.    A  report  should  be  issued  to  Congress  in  six  months, 
detailing  China's  progress,  or  lack  of  progress,  towards  meeting  the  conditions.   This  would 
put  public  pressure  on  Beijing  to  comply  and  add  some  teeth  to  the  President's  order. 

Secondly,  at  any  point  during  the  next  year,  if  the  President  decides  that  China  is  not 
making  genuine  progress  towards  meeting  the  conditions,  he  should  consider  imposing  an 
economic  price  in  the  form  of  selective  tariff  increases.    The  Bush  Administration  threatened 
some  $3.9  billion  in  such  increases  in  order  to  push  Beijing  to  come  to  terms  on  a  market 
access  agreement;  the  pressure  worked  and  an  agreement  was  signed  last  October.    We  think 
targeted  trade  sanctions  are  as  appropriate  a  means  of  pressing  China  on  human  rights  as 
they  are  to  advance  American  commercial  interests.    If  the  Chinese  stonewall  on  human 
rights,  or  if  there  is  a  further  tightening  of  repression,  the  Clinton  Administration  could 
announce  that  it  was  raising  tariffs  on  a  few  products  known  to  be  produced  by  state-owned 
enterprises  (the  approach  contained  in  Congresswoman  Pelosi's  bill,  H.R.  1890). 

I  would  like  to  say  a  brief  word  about  the  role  of  the  business  community.    Winston 
Lord,  Assistant  Secretary  of  State  for  East  Asian  and  Pacific  Affairs,  made  an  appeal  to 
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American  business  during  his  briefing  on  Ihc  Executive  Order  last  week.    "Il  would  be  very 
helpful  indeed  if  Ihe  business  communily  lobbied  the  Chinese  govcrnmenl  to  make  progress 
in  these  areas  as  effectively  as  they  are  lobbying  Congress  and  the  President,"  he  said. "I 
think  It  would  help  American  policy... (if  US  business  leaders)  would  lake  actions  and 
express  their  views  to  the  Chinese  on  human  rights  concerns..."    Asia  Watch  strongly  agrees. 

We  believe  that  American  companies  involved  in  China  and  Tibet  should  use  their 
presence  to  promote  human  rights  in  an  active,  rather  than  a  passive  way.    A  "code  of 
conduct"  roughly  patterned  after  the  Sullivan  Principles  for  South  Africa,  was  contained  in 
legislation  passed  by  the  Senate  last  October  (Title  IV,  EEconomic  Projects  in  China  and 
Tibet,  Statement  of  Principles,  Export  Administration  Act,  Conference  Report.    The  House 
adjourned  before  acting  on  the  bill.)   The  "code  of  conduct"  outlined  minimal  steps 
businesses  could  take  to  protect  and  promote  human  rights;  it  originated  in  the  House,  where 
it  was  first  introduced  by  former  Rep.  John  Miller  of  Washington. 

We  hope  that  similar  legislation  will  be  introduced  and  quickly  adopted  by  Congress 
this  year.    It  would  be  enormously  important  for  the  business  community  to  embrace  the 
concept  and  implementation  of  the  "code  of  conduct,"  making  it  abundantly  clear  to  Beijing 
that  American  corporate  leaders  share  the  humanitarian  values  and  concern  for  human  rights 
motivating  U.S.  policy  towards  China. 

In  conclusion,  we  sincerely  hof)e  that  China  will  respond  positively  and  substantively 
to  the  President's  Order,  since  it  is  in  everyone's  interest  for  human  rights  in  China  to 
improve  and  for  MFN  to  be  renewed.    However,  if  real  improvements  are  not  forthcoming, 
the  Administration  will  face  the  same  dilemma  next  June  that  it  faced  a  couple  of  weeks  ago. 
But  next  year  there  will  be  a  major  difference:    If  the  President  decides  to  renew  MFN 
absent  real  progress  on  human  rights  he  will  not  only  have  broken  faith  with  the  Chinese 
democracy  movement  and  the  Chinese  people,  he  also  will  have  broken  faith  with  his  own 
policy. 

China's  human  rights  abuses  are  massive.    We  urge  the  Clinton  Administration  to 
pursue  a  policy  of  "tough  engage^ 


Chairman  Gibbons.  Ms.  Himmelfarb,  before  you  go  on,  I  think 
we  better  take  a  break.  We  have  a  vote  on  right  now.  We  will  be 
right  back. 

[Brief  recess.] 

Chairman  Gibbons.  Ms.  Himmelfarb. 

STATEMENT  OF  ANNE  HIMMELFARB,  RESEARCH  ASSOCIATE, 
THE  PUEBLA  INSTITUTE 

Ms  Himmelfarb.  The  Puebla  Institute  is  a  lay  Catholic  human 
rights  group  that  defends  religious  freedom  for  people  of  all  faiths 
in  all  parts  of  the  world.  We  are  grateful  for  the  opportunity  to  tes- 
tify here  today.  Since  1989,  we  have  reported  on  religious  persecu- 
tion in  China  and  maintained  a  list  of  religious  prisoners.  Our 
sources  include  private  religious  contacts  in  Hong  Kong;  Christian 
religious  orders  and  mission  groups  with  commitments  in  the 
mainland;  rights  groups  and  activists  in  Hong  Kong  and  the  West; 
and  religious  news  services  in  Hong  Kong  with  mainland  contacts. 

The  crackdown  on  China's  underground  Christian  churches  is 
now  in  its  fifth  years  and  is  not  easing.  Over  100  religious  leaders 
known  by  name  are  currently  deprived  of  liberties  for  religious  rea- 
sons in  the  PRC.  Puebla's  list  of  persecuted  Catholics  includes  25 
leaders  in  detention;  19  whom  the  Government  claims  to  have  re- 
leased, but  whose  status  we  have  not  yet  been  able  to  independ- 
ently verify;  11  in  internal  exile  in  rural  villages;  7  under  house  ar- 
rest; 5  under  police  surveillance;  2  detained  in  so-called  "old  age 
homes";  and  2  under  travel  restrictions.  Puebla's  list  of  Protestants 
includes  27  leaders  in  detention;  3  under  restrictions  of  some  kind; 
and  1  under  house  arrest. 

Given  China's  secretive  judicial  and  penal  systems,  reliance  on 
extrajudicial  procedures,  and  closed  press,  we  believe  these  figures 
to  represent  only  a  fraction  of  the  Chinese  Christians  now  per- 
secuted for  their  religious  beliefs. 

In  the  last  2  vears,  Puebla  has  identified  the  following  alarming 
trends  in  China  s  campaign  to  crush  the  underground  churches: 

One,  Beijing  has  sought  to  mislead  the  West  about  the  status  of 
religious  prisoners.  As  the  Clinton  administration  reviewed  policy 
on  MEN  this  spring,  China  falsely  announced  the  release  of  two  re- 
ligious leaders  who  remain  in  prison;  announced  the  release  of  a 
priest  who  had  actually  been  freed  years  earlier;  and  continued  to 
restrict  or  detain  through  other  means  religious  leaders  supposedly 
"released"  from  prison.  Beijing  takes  pains  to  foster  an  impression 
of  reform  and  compromise,  but  it  has  done  so  through  distorting 
the  facts,  without  genuine  policy  reforms  or  even  significant  im- 
provements in  many  cases. 

Two,  China  is  increasing  the  use  of  administrative  detention  in 
religious  cases.  Chinese  authorities  have  told  the  U.S.  Grovernment 
that  no  more  Catholic  priests  are  imprisoned  in  China.  What  they 
don't  say  is  that  some  clergy  are  now  detained  administratively 
held  incommunicado,  without  charge,  trial,  or  public  records — 
sometimes  following  "release"  from  prison.  Some  religious  prisoners 
are  removed  from  prison  and  administratively  detained  in  what  the 
Government  calls  "old  people's  homes"  or  "shelters" —  a  practice  we 
believe  parallels  the  Soviet's  abuse  of  psychiatric  hospitals  for  polit- 
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ical  purposes,  with  all  the  attendant  possibilities  of  torture  through 
drugs  or  other  means. 

Catholic  Bishop  Liu  Difen,  after  2  years  in  incommunicado  ad- 
ministrative detention  in  one  such  "nursing  home,"  died  in  custody 
in  November  1992  with  puncture  wounds  evidencing  torture  or  se- 
vere ill  treatment.  His  relatives  were  told  by  officials  that  the  bish- 
op had  "committed  no  crime;  he  was  brought  [to  the  home]  To 
rest." 

Three,  torture  and  ill  treatment  of  religious  believers  are  on  the 
rise.  Puebla  has  determined  that  at  least  four  religious  prisoners 
have  died  from  torture  or  ill  treatment  in  the  last  year  and  a  half; 
in  addition  to  Catholic  Bishop  Liu  Difen,  there  is  Protestant  Lai 
Manping,  who  died  following  brutal  and  repeated  beatings  by  po- 
lice; Cauiolic  Bishop  Fan  Xueyan,  who  died  in  detention  with  evi- 
dence of  ill  treatment;  and  Protestant  Cui  Chaoshu,  who  was  kid- 
napped, bound,  and  beaten  to  death  by  local  authorities.  A  total  of 
eight  religious  prisoners  are  reported  to  have  died  as  a  result  of 
torture  or  ill  treatment  in  the  last  4  years. 

Although  China  is  liberalizing  its  economy,  it  continues  to  sup- 
press perceived  opponents  without  regard  for  the  most  basic  human 
rights.  Even  Catholic  bishops,  with  tneir  international  connections 
and  high  visibility,  are  not  safe  from  China's  efforts  to  suppress 
independent  Christianity.  Although  a  number  of  prisoner  releases 
have  recently  been  brought  about  oy  cumulative  international  pres- 
sure, the  disposition  of  many  of  these  cases  remains  unclear,  and 
there  is  reason  to  fear  that  in  some  cases  imprisonment  has  simply 
been  exchanged  for  other  forms  of  detention. 

While  Beijing  attempts  to  use  these  releases  to  placate  Western 
critics,  other  Chinese  believers  continue  to  be  tortured  to  death. 

Puebla  supports  the  President's  Executive  order  making  renewal 
of  MFN  for  China  a  year  from  now  conditional  on  human  rights  re- 
forms, and  we  urge  him  to  hold  China  scrupulously  to  account 
when  the  time  comes. 

We  will  be  closely  monitoring  the  religious  situation  on  a  case- 
by-case  basis,  and  will  be  working  with  other  church  groups  on  this 
issue. 

In  the  next  12  months,  Beijing  must  take  clear  steps  toward  im- 
proving religious  freedom  and  human  rights  generally.  The  United 
States  should  be  wary  of  Chinese  announcements  of  "releases"  as 
the  deadlines  draws  near  and  should  verify  the  actual  status  of  de- 
tainees proclaimed  to  be  freed. 

Puebla  recommends  that  President  Clinton  pursue  human  rights 
in  China  on  as  many  fronts  as  possible:  The  United  States  should 
urge  American  companies  doing  business  in  China  to  adhere  volun- 
tarily to  a  minimal  code  of  conduct  that  would  bar  discrimination 
for  political  or  religious  beliefs,  use  of  slave  or  convict  labor,  and 
use  of  company  premises  for  political  indoctrination. 

The  United  States  should  also  press  for  the  genuine  release  of  re- 
ligious and  other  prisoners  of  conscience.  Finally,  it  should  support 
the  efforts  of  Chinese  democracy  and  human  rights  activists,  in 
particular  by  establishing  a  Radio  Free  Asia. 

Thank  you. 

Chairman  Gibbons.  Thank  you. 

[The  prepared  statement  follows:] 
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Statement  of  Anne  Himmelfarb,  Research  Associate,  The  Puebla  Institute 

Before  the  Subcommittee  on  Trade  of  the 

Ways  and  Means  Committee  of  the  U.S.  House  of  Representatives 

June  8,  1993 

Summary  and  Recommendations 

The  Puebla  Institute  is  a  lay  Catholic  human  rights  group  that  defends  religious  freedom 
for  all  creeds  in  all  parts  of  the  world.  Privately  funded  and  non-partisan,  Puebla  works  to 
support  democratization  as  the  best  means  of  ensuring  religious  and  other  human  rights.  Since 
1989,  we  have  reported  on  religious  persecution  in  China  and  maintained  a  list  of  religious 
prisoners  of  conscience.  Our  sources  include  private  religious  contacts  in  Hong  Kong  developed 
through  a  fact-finding  mission  to  China;  Christian  religious  orders  and  mission  groups  with  long- 
standing commitments  in  the  mainland;  human  rights  groups  and  activists  in  Hong  Kong  and  the 
West;  and  religious  news  services  in  Hong  Kong  with  mainland  contacts. 

The  crackdown  on  China's  underground  Christian  churches  is  now  in  its  fifth  year  and 
is  not  easing.  As  many  as  103  religious  leaders  known  by  name  are  currently  imprisoned  or 
detained  by  the  government,  under  house  arrest,  restricted  in  their  movement  or  association, 
and/or  under  close  police  surveillance.  Puebla's  prisoner  list  includes  72  Catholic  leaders  — 
among  them  18  bishops  -  and  31  Protestant  leaders.  But  this  list  may  represent  only  a  fraction 
of  the  Christians  persecuted  for  their  religious  beliefs  at  this  time.  China's  secretive  judicial  and 
penal  systems,  reliance  on  extra-judicial  procedures,  and  closed  press  make  religious  prisoner 
cases  extremely  hard  to  document. 

In  the  last  two  years,  Puebla  has  identified  a  number  of  alarming  trends  in  China's 
campaign  to  crush  the  underground  churches:  1)  deliberate  attempts  by  Beijing  to  mislead  the 
West  about  the  status  of  religious  prisoners  in  order  to  placate  human  rights  critics;  2)  increasing 
use  of  administrative  detention  -  i.e.,  detention  incommunicado,  without  charge,  trial,  sentence, 
or  public  records  —  in  religious  cases,  including  the  transfer  of  "released"  prisoners  from  judicial 
to  extra-judicial  detention,  as  well  as  the  detention  of  prisoners  in  so-called  "old  age  homes"  in 
what  may  be  a  parallel  to  the  Soviet's  abuse  of  psychiatric  hospitals  for  political  purposes;  3)  a 
rise  in  torture  and  ill-treatment  of  religious  prisoners,  including  beatings  and  electric  shocks  with 
stun  batons,  resulting  in  at  least  four  deaths  since  the  beginning  of  1992;  and  4)  a  reaffirmation 
by  both  the  central  and  local  governments  of  the  goal  of  eliminating  "illegal"  religious  activity. 

Although  China  is  liberalizing  its  economy,  it  continues  to  suppress  perceived  opponents 
without  regard  for  the  most  basic  human  rights.  A  number  of  prisoner  releases  have  recently  been 
brought  about  by  cumulative  pressure  from  human  rights  groups,  the  U.S.  government,  and 
private  individuals,  but  the  disposition  of  many  of  these  cases  remains  unclear,  and  there  is 
reason  to  fear  that  some  have  simply  exchanged  imprisonment  for  other  forms  of  detention  by 
the  government.  And  while  Beijing  attempts  to  use  these  "releases"  to  placate  Western  critics, 
Chinese  believers  continue  to  be  tortured  to  death. 

Puebla  supports  the  President's  executive  order  making  renewal  of  MFN  for  China  a  year 
from  now  conditional  on  human  rights  reforms,  and  we  urge  him  to  hold  China  scrupulously  to 
account  when  the  time  comes.  In  the  next  12  months,  Beijing  must  take  clear  steps  toward 
improving  its  human  rights  practices.  TTie  U.S.  should  independently  verify  all  claims  of  releases 
as  the  deadline  draws  near.  Puebla  recommends  that  President  Clinton  pursue  human  rights  in 
China  on  as  many  fronts  as  possible:  the  U.S.  should  urge  U.S.  companies  doing  business  in 
China  to  adhere  voluntarily  to  a  minimal  code  of  conduct  such  as  the  one  outlined  in  this  year's 
proposed  MFN  legislation;  it  should  use  all  available  leverage  on  behalf  of  persecuted  Christians, 
and  in  both  bilateral  relations  and  multinational  forums  should  press  for  the  genuine  release  of 
religious  and  other  prisoners  of  conscience;  and  finally,  it  should  support  the  efforts  of  Chinese 
democracy  and  human  rights  activists,  in  particular  by  establishing  a  Radio  Free  Asia  to 
broadcast  objective  news  of  domestic  events  into  China  as  a  means  of  showing  solidarity  with 
the  oppressed  and  nurturing  democratic  sentiment. 

Background 

The  Communist  government  of  the  People's  Republic  of  China  has  always  restricted 
religious  worship,  in  spite  of  guaranteeing  freedom  of  religion  in  its  founding  documents  and  in 
its  1982  Constitution.  Soon  after  the  establishment  of  the  PRC  in  1949,  the  government  forced 
churches  to  purge  themselves  of  'Toreign  imperialist"  infiuences  and  sever  links  with  foreign 
religious  groups.  The  government  imprisoned  clergy  and  religious  who  refused  to  make  their  faith 
the  servant  of  Communism,  charging  them  as  "counter-revolutionaries"  and  sentencing  them  to 
20  years  or  more  in  harsh  prison  or  labor  camps.  It  also  established  state  religious  organizations. 
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including  the  Catholic  Patriotic  Association  (CPA),  which  has  officially  repudiated  the  authority 
of  the  Vatican  and  now  ordains  its  own  bishops  and  priests,  and  the  Three-Self  Patriotic 
Movement  of  Protestant  Churches  of  China  (TSPM).  Today,  these  "churches"  oversee  all  "legal" 
religious  activity  in  China,  including  training  and  appointing  of  religious  leaders,  preaching, 
proselytizing,  and  publication  of  religious  literature. 

Although  adherence  to  Roman  Catholicism  is  unlawful  in  China,  millions  of  so-called 
underground  or  clandestine  Catholics  risk  persecution  for  recognizing  the  Pope's  authority. 
Underground  clergy  in  panicular  risk  being  charged  with  treason  and  other  crimes  against  the 
state  under  Article  91  of  China's  Criminal  Law.  This  law  provides  that  anyone  who  "colludes 
with  foreign  forces"  -  including  the  Vatican,  according  to  the  PRC's  construction  -  "in  plotting 
to  harm  the  sovereignty,  territorial  integrity,  and  security  of  the  motherland"  may  be  punished 
by  prison  sentences  ranging  from  10  years  to  life,  and  in  particularly  serious  cases,  the  death 
penalty. 

China's  estimated  63  million  Protestants,  who  are  overwhelmingly  non-denominational 
evangelicals,  are  required  by  the  government  to  register  their  churches  with  the  TSPM.  Those 
who  seek  to  avoid  government  oversight  by  worshipping  in  unregistered  house  churches  —  home 
meeting  places  where  worship  or  Bible  study  takes  place  -  report  incidents  of  arrest,  detention, 
and  torture,  as  well  as  fines,  confiscation  of  religious  literature  and  church  property,  and  church 
closings.  In  the  last  five  years,  there  are  reports  that  hundreds  of  house  churches  have  been 
closed  down  or  destroyed. 

The  application  of  repressive  religious  policies  in  China  has  tended  to  vary  with  political 
cycles  and  the  whims  of  local  officials.  The  current  crackdown  dates  back  to  early  1989,  when 
Chinese  leaders  grew  alarmed  at  the  perceived  role  of  the  churches  in  the  democratization  of 
Eastern  Europe  and  sought  to  prevent  rehgion  from  playing  a  similar  role  in  China.  "The  church," 
China's  state-run  press  claimed  in  1992,  "played  an  imponant  role  in  the  change"  in  Eastern 
Europe:  "If  China  does  not  want  such  a  scene  to  be  repeated  in  its  land,  it  must  strangle  the  baby 
while  it  is  still  in  the  manger."  After  the  June  1989  democracy  demonstrations  in  Tiananmen 
Square,  the  government  grew  even  more  anxious  about  religion's  potentially  destabilizing  effects 
and  stepped  up  restrictions  on  religious  activity.  The  subsequent  collapse  of  Soviet  Communism 
has  heightened  Beijing's  fear  of  "peaceful  evolution,"  China's  term  for  non-violent  attempts  by 
the  West  to  promote  democratization,  which  has  in  turn  contributed  to  repression  of  independent 
Christians.  Both  clandestine  Catholics  and  house-church  Protestants,  the  government  claims,  are 
being  used  by  "hostile  foreign  forces"  to  undermine  the  Communist  regime. 

In  many  instances  Puebla  has  not  been  able  to  determine  precisely  what  charges,  if  any, 
have  been  leveled  against  religious  prisoners.  Charges  against  Catholics  tend  to  involve  defiance 
of  or  opposition  to  CPA  policies,  including  ordaining  priests,  maintaining  contact  with  the 
Vatican,  or  simply  associating  with  clergy  known  to  be  in  contact  with  the  Vatican.  In  some 
cases,  the  reason  for  arrest  is  doctrinal,  such  as  opposing  abortion.  Although  such  activities  are 
protected  under  international  human  rights  law,  they  are  viewed  by  the  Chinese  as  "counter- 
revolutionary crimes,"  and  are  often  punished  by  "reform  through  labor"  —  the  trend  in  the  past 
few  years  has  been  three-year  sentences  --  and  also,  in  an  alarming  development  in  late  1990  and 
early  1991,  by  forced  indoctrination. 

Protestants  are  often  charged  in  connection  with  unauthorized  preaching  and  proselytizing, 
which  the  Chinese  construe  as  counter-revolutionary  propaganda.  Chang  Rhea-yu,  a  house-church 
Protestant  from  Fujian  province,  was  charged  with  "inciting  and  propagating  counter-revolution" 
and  with  "distributing  seditious  propaganda"  through  religious  cassette  tapes.  She  is  reportedly 
imprisoned  at  this  time.  Li  Jiayao  of  Guangdong  province  was  sentenced  to  three  years  of 
"reeducation  through  labor"  for  illegally  receiving  and  distributing  Christian  literature.  Liu 
Qinglin,  a  Protestant  from  inner  Mongolia,  was  charged  with  evangelizing  and  "wide-scale  super- 
stitious healing  activity"  and  sentenced  to  three  years  in  prison;  he  died  after  only  a  month  or  two 
in  unexplained  circumstances.  Other  Protestants  are  charged  with  "vagrancy"  connected  with 
itinerant  preaching,  or  with  forming  illegal  house  churches,  a  "crime"  authorities  punish  by 
"reform  through  labor." 

China's  deceptive  tactics 

Beijing  takes  pains  to  foster  an  impression  of  reform  and  compromise.  It  has  done  so, 
however,  through  the  distortion  and  manipulation  of  the  facts,  without  genuine  policy  reforms 
or  even  significant  improvements  in  many  specific  cases.  In  February  1993,  at  the  time  of  the 
U.N.  Human  Rights  Commission  meeting  in  Geneva,  China  announced  that  it  had  released 
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elderly  Catholic  priest  Father  Zhu  Hongsheng.  In  fact,  it  was  well  known  to  China  observers  that 
this  priest  had  been  released  from  prison  in  1988,  and  that  he  had  been  living  in  relative  freedom 
since  that  time.  What  the  Chinese  had  actually  done  in  early  1993  was  officially  lift  the 
remaining  few  months  of  his  original  15-year  sentence.  A  month  later,  the  Chinese  government 
stated  that  it  had  freed  18  Catholics,  but  our  sources  in  Hong  Kong  have  been  able  to 
independently  confirm  the  release  of  only  one  of  the  18  prisoners,  and  at  least  two  of  the  18 
actually  remained  imprisoned  as  of  May  1993.  All  too  often,  the  release  of  a  religious  prisoner 
is  accompanied  by  his  transfer  to  another  type  of  detention,  or  by  the  detention  of  yet  another 
believer.  To  ensure  that  the  US  renew  MFT'J  and  that  the  Olympic  Committee  select  China  to  host 
the  2000  Olympics,  Beijing  is  resorting  to  deception.  It  has  now  demonstrated  that  its  word 
cannot  be  taken  at  face  value. 

Administrative  detention 

Among  the  most  insidious  of  the  deceptions  now  being  attempted  by  the  Beijing  regime 
is  continued  restrictions  on  prisoners  said  to  be  released.  In  many  instances  Christians  released 
from  prison  are  not  actually  free.  It  is  not  only  that  prisoners  released  on  parole  are  limited  in 
their  movements  and  associations.  An  increasing  number  of  prisoners  who  are  transferred  from 
the  judicial  system  to  some  form  of  administrative  detention,  such  as  the  state  "old  people's 
homes"  in  which  the  government  claims  to  be  "caring  for"  some  religious  prisoners,  among  them 
Catholic  Bishops  Chen  Jianzhang  and  Shi  Enxiang.  The  West  still  knows  very  littie  about 
conditions  in  these  extra-judicial  detention  centers,  but  there  is  evidence  that  prisoners  held  there 
may  be  at  even  greater  risk  of  torture  and  other  abuses  than  those  serving  sentences  handed  down 
by  the  courts. 

Catholic  Bishops  Liu  Difen  and  Fan  Xueyan,  who  died  in  November  and  April  1992, 
respectively,  were  both  in  incommunicado  administrative  detention  in  such  "nursing  homes"  at 
the  time  of  their  deaths,  and  both  their  bodies  displayed  evidence  of  torture:  Bishop  Liu's  body 
was  covered  with  large  wounds  and  a  number  of  scars  at  the  time  of  his  death,  and  photographs 
of  the  corpse  of  Bishop  Fan  show  bruises  on  his  body  and  injuries  to  his  legs.  Another  bishop 
detained  administratively,  Paul  Shi  Chunjie,  died  in  November  1991  under  conditions  that  have 
never  been  adequately  explained.  Chen  Zhuman,  an  independent  Protestant  sentenced  admin- 
istratively in  1992  to  three  years'  "reeducation  through  labor,"  has  suffered  hearing  loss  and  other 
disabilities  following  torture  by  police  at  the  time  of  his  arrest  in  December  1991  and  again  by 
guards  upon  being  moved  to  prison  a  month  later. 

Currently,  at  least  12  and  possibly  as  many  as  30  religious  prisoners  on  Puebla's  list  are 
reported  to  be  administratively  detained,  possibly  under  a  procedure  known  as  "shelter  and 
investigation,"  which  bypasses  the  supervision  of  the  courts.  Available  evidence  suggests  that 
other  Christians  about  whom  we  have  very  little  information  are  likely  in  the  same  situation.  In 
a  pre-Christmas  1990  raid,  authorities  in  Hebei  province,  an  underground  Catholic  stronghold, 
arrested  more  than  20  Catholic  clergy  and  lay  people  and  detained  them  incommunicado  in  an 
indoctrination  camp.  A  few  are  known  to  have  been  released,  but  we  believe  the  majority  remain 
in  detention.  Following  four  separate  incidents  of  mass  arrest  taking  place  in  late  1991,  at  least 
18  Protestants,  followers  of  house-church  leader  Xu  Yongze,  were  reportedly  detained  without 
trial.  They  are  not  known  to  have  been  released.  Given  the  fates  of  Bishops  Liu,  Fan,  and  Shi 
and  of  Protestant  Chen  Zhuman,  we  suspect  these  prisoners  are  being  held  incommunicado  in 
administrative  detention,  and  we  fear  for  their  lives. 

Torture 

Torture  and  ill  treatment  of  religious  prisoners  is  on  the  rise  in  China.  Puebla  believes 
at  least  four  religious  prisoners  died  from  either  torture  or  ill-treatment  since  the  beginning  of 
1992:  Bishop  Liu  Difen,  whose  relatives  found  wounds  all  over  the  unconscious  Bishop's  body 
shortly  before  his  death  in  November  1992;  Protestant  Lai  Manping,  who  died  in  late  March  or 
early  April  1993  following  brutal  and  repeated  beatings  by  poUce;  Catholic  Bishop  Fan  Xueyan, 
who  died  in  detention  in  April  1992  with  evidence  of  ill  treatment;  and  Protestant  Cui  Chaoshu, 
who  was  kidnapped,  bound.and  beaten  to  death  by  local  authorities  in  March  or  April  1992. 
Including  the  reported  torture  deaths  of  Pei  Guoxin  and  Dong  Zhouxiau,  two  Catholics  arrested 
in  the  government's  April  1989  raid  on  Youtong  village  in  Hebei,  and  of  two  house-church 
Protestants  -  a  father  and  a  daughter  -  arrested  in  January  1990,  a  total  of  eight  religious 
prisoners  appear  to  have  died  as  a  result  of  torture  in  the  last  four  years. 

Other  victims  of  extraordinarily  brutal  forms  of  torture  include  house-church  Protestant 
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Zhu  Mci,  who  suffered  beatings  at  the  time  of  her  arrest  in  1987  and  throughout  her  five  years 
in  prison  and  is  now  unable  to  walk;  Protestant  Chang  Rhea-yu  (or  Zhang  Ruiyu),  who  at  the 
time  of  her  1991  arrest  was  beaten  in  the  face  with  electric  stun  batons,  causing  bums  to  her  skin 
and  broken  teeth;  and  Protestant  Chen  Zhuman,  who  was  beaten  and  left  hanging  upside  down 
by  the  police  officials  who  interrogated  him  following  his  December  1991  arrest. 

Tonure  or  the  threat  of  torture,  sometimes  on  a  mass  scale,  is  also  being  used  to  break 
up  "illegal"  religious  meetings.  The  death  of  Protestant  Lai  Manping,  described  above,  occurred 
shonly  after  March  27,  1993,  when  Public  Security  Bureau  officials  broke  up  a  religious  meeting 
of  Protestants  in  Shaanxi  province  by  beating  with  truncheons  those  who  had  gathered.  A  nine- 
year-old  boy  present  was  thrown  against  the  wall.  PSB  officials  arrested  Lai  and  four  other 
Protestants  and  tortured  them  while  in  custody  by  beating  them  on  their  bare  backs  and  genitals, 
sometimes  while  they  were  being  hung  by  their  arms.  About  90  Christians  in  the  area  have  been 
arrested  since  the  original  incident,  in  what  is  believed  to  be  an  attempt  to  keep  news  of  it  from 
spreading. 

Official  orders  to  eliminate  underground  churches 

Suppression  of  "illegal"  religious  activity  in  China  continues  to  be  an  official  goal  both 
of  the  central  and  of  some  local  governments  in  China.  In  January  1992,  China's  Minister  of 
Public  Security  called  religion  one  of  six  "hostile  forces"  that  could  undermine  the  government. 
The  year  before,  the  Central  Committee  of  the  Chinese  Communist  Party  issued  a  document 
urging  that  all  illegal  (i.e.,  independent)  religious  groups  be  eliminated  and  that  anyone  colluding 
with  foreign  forces  to  the  detriment  of  the  country's  unity  and  stability  be  harshly  punished.  This 
document,  entitled  "Circular  on  Further  Tackling  Certain  Problems  of  Religious  Work" 
(Document  No.  6),  has  guided  religious  policy  throughout  China  since  being  issued. 

It  has  also  spawned  an  array  of  equally  restrictive  policy  statements  on  the  local  level. 
"Completely  Destroying  the  Organizations  and  Systems  of  the  Underground  Religious  Force"  was 
the  title  of  a  document  issued  in  1992  by  the  Religious  Affairs  Bureau  in  Hebei  province,  an  area 
that  has  historically  been  a  clandestine  Catholic  stronghold.  This  document  attacks  the  Vatican 
for  its  anti-Communism  and  urges  that  religious  leaders  "must  be  reeducated  and  handled  accord- 
ing to  their  attitudes,"  which  in  China  implies  imprisonment  and  forced  labor  in  a  "reeducation 
through  labor"  prison  camp. 

This  document  is  probably  at  least  partly  responsible  for  ongoing  persecution  of  Catholics 
in  Hebei  province.  The  most  recent  information  coming  out  of  China  indicates  a  continuation  in 
1992  of  the  pre-Christmas  raids  that  have  become  routine  in  the  last  few  years,  as  officials  seek 
to  prevent  the  celebration  of  Christmas  Mass  and  to  subvert  the  influence  of  Catholic  leaders.  In 
four  separate  incidents  occurring  on  a  single  day,  December  21,  1992,  authorities  of  the  Baoding 
area  rounded  up  a  number  of  priests,  a  group  of  Salesian  sisters,  and  a  group  of  sisters  of  the 
Mother  Auxiliatrix  Congregation. 

Another  local  government  to  issue  its  own  harsh  guidelines  for  suppressing  illegal 
religious  activity  is  that  of  Guandu  District,  Kunming  City,  in  Yunnan  province.  Its  May  1992 
directive  focuses  on  the  elimination  of  Protestant  house  churches:  "r*rivate  home  meeting  f)oints 
are  regarded  as  illegal  religious  activity  venues,"  the  document  states,  "so  it  is  necessary  to 
instruct  the  person  in  charge  of  the  meeting  points  to  announce  their  abolition  and  educate  the 
masses  not  to  attend  the  gatherings.  .  .  .  Any  such  person  who  does  not  abolish  his  activities 
should  be  summoned  for  investigation.  ...  A  deadline  should  be  set  according  to  regulations  on 
illegal  buildings  for  demolishing  and  banning  privately  built  churches  and  meeting  points." 


Religious  freedom  is  a  fundamental  human  right  acknowledged  in  the  Universal 
Declaration  of  Human  Rights,  the  International  Covenant  on  Civil  and  Political  Rights,  and  the 
United  Nations  Declaration  on  the  Elimination  of  All  Forms  of  Intolerance  and  of  Discrimination 
based  on  Religion  or  Belief.  We  urge  President  Clinton  to  make  religious  and  other  human  rights 
a  priority  in  dealings  with  China,  and  to  work  for  the  release  of  China's  religious  and  other 
prisoners  of  conscience. 
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The  following  people,  listed  in  reverse  chronological  order  of  arrest  date,  are  imprisoned  or 
detained  by  the  government,  under  house  arrest,  restricted  in  their  movements  and  associations,  or  under 
close  police  surveillance. 

Persecuted  Catholics  (categorized  as  bishop,  priest,  or  lay  person): 

1.  Bishop  Fan  Yufei.  Bishop  of  Zhouzhi,  Shaanxi  province.  Arrested  around  Easter  1992;  released 
September  1992  to  a  form  of  house  arrest. 

2.  Bishop  Lucas  Li  Gingfeng.  Bishop  of  Fengxiang.  Following  authorities'  "invitation"  to  "study"  in  April 
1992,  placed  under  house  arrest  Now  restricted  to  his  church  in  Fengxiang. 

3.  Bishop  Joseph  Li  Side.  Bishop  of  Tianjin  diocese.  In  his  60s.  Arrested  May  25,  1992.  Exiled  in  July 
1992  to  rural  parish  of  Liang  Zhuangzi,  which  he  is  forbidden  to  leave. 

4.  Bishop  Julius  Jia  Zhiguo.  Bishop  of  Zhengding,  Hebei  province.  Bom  in  1935.  Subjected  to  frequent 
short  detentions  at  the  hands  of  the  Public  Security  Bureau. 

5.  Bishop  Joseph  Fan  Zhongliang.  Bishop  of  Shanghai.  73  years  old.  Arrested  June  10, 1991.  On  August 
19,  1991,  transferred  to  a  form  of  house  arrest  in  Shanghai.  As  of  May  1993,  is  forbidden  to  leave 
Shanghai  and  is  kept  under  very  close  police  surveillance. 

6.  Bishop  Peter  Chen  Jianzhang.  Bishop  of  Baoding,  Hebei  province.  Currently  confined  to  a  wheelchair 
and  suffering  from  diabetes;  unable  to  care  for  himself.  "Disappeared"  from  Baoding  in  mid-December 

1990.  Government  now  claims  he  is  in  an  "old  people's  home"  ~  a  euphemism  for  administrative 
detention. 

7.  Bishop  Paul  Liu  Shuhe.  Second  Bishop  of  Yixian,  Hebei  province.  69  years  old.  Arrested  December 
13  or  14,  1990,  and  detained  in  an  indoctrination  camp.  On  Easter  1992,  he  walked  out  of  the  camp  and 
went  into  hiding.  Now  being  sought  by  police. 

8.  Bishop  Costnas  Shi  Enxiang.  Auxiliary  Bishop  of  Yixian,  Hebei  province.  71  years  old.  Reportedly 
arrested  after  mid-December  1990.  Held  in  administrative  detention,  reportedly  in  a  Hebei  reeducation 
camp.  Government  claims  he  is  in  an  "old  people's  home." 

9.  Bishop  John  Baptist  Liang  Xishing.  Bishop  of  Kaifeng  diocese,  Henan  province.  Bom  in  1923. 
Arrested  in  October  1990.  Released,  reportedly  in  Febmary  1991;  remains  under  police  surveillance. 

10.  Bishop  Vincent  Huang  Shoucheng.  Bishop  of  Fu'an,  Fujian  province.  Arrested  in  an  unspecified 
location  on  July  27,  1990.  Remained  in  detention  until  June  1991.  Now  restricted  to  home  village. 

11.  Bishop  Mark  Yuan  Wenzai.  Bishop  of  Nantong,  Jiangsu  province.  69  years  old.  After  a  period  of 
police  detention,  placed  under  custody  of  the  local  CPA  bishop,  Yu  Chengcoi,  in  July  1990. 

12.  Bishop  Mathias  Lu  Zhensheng  (or  Zhengshang).  Bishop  of  Tianshui,  Gansu  province.  Bom  January 
23,  1919.  Arrested  in  late  December  1989;  released  some  time  afterward,  possibly  April  26,  1990,  as  a 
result  of  poor  health.  Now  restricted  to  home  village. 

13.  Bishop  Guo  Wenzhi.  Bishop  of  Harbin,  Heilongjiang  province.  Bom  January  11,  1918.  Most  recent 
arrest  on  December  14,  1989;  released  in  March  1990  to  home  village  in  Qiqibar,  which  he  is  forbidden 
to  leave.  Remains  under  strict  police  surveillance. 

14.  Bishop  Jiang  Liren.  Bishop  of  Hohhot,  Inner  Mongolia.  Arrested,  possibly  in  November  or  December 
1989.  Reportedly  imprisoned  until  April  1990,  when  transferred  to  house  arrest.  Now  confined  to  his  home 
village. 

15.  Bishop  Peter  Liu  Guandong.  Bishop  of  Yixian  diocese,  Hebei  province.  72  years  old.  Arrested 
November  26,  1989.  Sentenced  on  May  21,  1990,  to  serve  three  years'  "reform  through  labor"  at  a  labor 
farm  near  Tangshan,  Hebei  province.  Released  from  prison  May  21,  1992;  remains  under  restrictions  of 
movement  and  association. 

16.  Bishop  Huo  Guoyang.  Of  Sichuan  province.  Arrested  early  January  1990  and  detained  until  early 

1991.  Now  under  police  surveillance  in  Chongqing  City,  Sichuan. 
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17.  Bishop  John  Yang  Shudao.  Bishop  of  Fuzhou,  Fujian  province.  Most  recent  arrest  on  February  28, 
1988,  in  Liushan  Village,  Fujian.  Transferred  to  house  detention  in  February  1991;  still  restricted  to  home 
village. 

18.  Father  Zhou  Zhenkun.  Priest  of  Dongdazhao  Village,  Baoding,  Hebei  province.  Arrested  December 
21,  1992,  by  Public  Security  Bureau,  with  Deacon  Dong  (?)  Linzhong  in  pre-Christmas  raid  on  Baoding 
area. 

19.  Father  Joseph  Dong  Zhenlu.  Trappist  priest  of  Zhcngding  diocese,  Hebei  province.  About  60  years 
old.  Arrested  with  Mr.  Pei  in  Guangzhou  on  November  18,  1992;  both  probably  released  December  15, 
1992.  Chinese  authorities  reported  in  March  1992  that  they  had  been  released,  but  this  has  not  been 
independently  conflrmed. 

20.  Father  Liao  Haiqing.  Priest  of  Fuzhou,  Jiangxi  province.  63  years  old.  Arrested,  reportedly  while 
celebrating  Mass,  on  August  16,  1992.  Chinese  authorities  reported  in  March  1993  that  he  had  been 
released,  but  this  has  not  been  independently  confirmed. 

21.  Father  Zhang  Li.  Priest  of  Yixian  diocese,  Hebei  province.  Arrested  July  25,  1992,  at  Xuanhua, 
Hebei.  Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this  has  not  been 
independently  confirmed. 

22.  Father  Guo  Bole.  Priest  of  Shanghai.  Arrested  July  22,  1992,  at  Changshu,  Suzhou  diocese,  Jiangsu 
province.  Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this  has  not  been 
independently  confirmed. 

23.  Father  Wang  Danian.  Arrested  in  June  or  July  1992  in  Suzhou,  Jiangsu.  Not  known  to  have  been 
released. 

24.  Father  Liu  Heping.  28  years  old.  Most  recent  arrest  on  December  13,  1991,  at  his  home  in  Shizhu 
Village,  Dingxing  County.  Being  held  without  trial. 

25.  Father  Ma  Zhiyuan.  28  years  old.  Arrested  on  December  13,  1991,  at  Houzhuang,  Xushui  County, 
Hebei  province.  Being  held  without  trial. 

26.  Father  Xiao  Shixiang.  Priest  of  Yixian  diocese,  Hebei  province.  58  years  old.  Arrested  December  12, 
1991.  Being  held  without  trial. 

27.  Father  John  Wang  Ruowang.  Priest  from  the  Tianshui  diocese.  Disappeared  on  December  8,  1991. 
No  longer  detained,  but  under  strict  surveillance. 

28.  Father  Peter  Cui  Xingang.  Parish  priest  at  Donglu  Village,  Qingyuan  County.  30  years  old.  Arrested 
July  28,  1991,  and  held  without  Lrial.  Current  whereabouts  unknown. 

29.  Father  Gao  Fangzhan.  27  years  old.  Priest  of  Yixian  diocese,  Hebei  province,  .\rrested  in  May  1991 
outside  Shizhu  Village  in  Dingxing  County.  Being  held  without  trial. 

30.  Father  Wang  JIansheng.  40  years  old.  Arrested  May  19,  1991;  sentenced  to  three  years  of 
reeducation  through  labor.  Imprisoned  in  Xuanhua  Reeducation  Through  Labor  Center  in  Hebei  province. 
Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this  has  not  been  independently 
confirmed. 

31.  Father  Chen  Yingkui.  Priest  of  Yixian  diocese,  Hebei  province.  Arrested  in  1991  and  being  held 
without  trial. 

32.  Father  Li  Xinsan.  Priest  of  Anguo  diocese,  Hebei  province.  Arrested  in  December  1990  or  early 
1991.  Sentenced  to  three  years'  rcfomi  through  labor.  Detained  in  a  labor  camp  in  Tangshan.  Hebei. 
Chinese  authorities  rcponcd  in  March  1993  that  he  had  been  released,  but  this  has  not  been  independently 
confirmed. 

33.  Father  Han  Dingxiang.  Vicar  General  of  Handan  diocese,  Hebei  province.  55  years  old.  Arrested 
December  26,  1990.  Detained  without  trial,  reportedly  in  an  indoctrination  camp  in  Handan. 

34.  Father  Peter  Hu  Duoer.  32  years  old.  Arrested  by  Public  Security  Bureau  personnel  at  Liangzhuang 
Village,  Xushui  County,  on  December  14,  1990.  Being  licld  without  trial. 
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35.  Father  Joseph  Chen  Rongkui.  28  years  old.  Arrested  December  14,  1990,  at  the  Dingxian  train 
station  in  Hebei  province.  Being  held  without  trial. 

36.  Father  Paul  Liu  Shimin.  32  years  old.  Arrested  December  14, 1990,  in  Xiefangying,  Xushui  Qjunty. 
Being  held  without  trial. 

37.  Father  Li  Zhongpei.  Arrested  in  December  1990  and  sentenced  to  three  years  of  reeducation  through 
labor.  Imprisoned  at  Tangshan  Reeducation  Through  Labor  Center  in  Hebei  province.  Chinese  authorities 
ref)orted  in  March  1993  that  he  had  been  released,  but  this  has  not  been  independently  confirmed. 

38.  Father  Liu  Guangpin; 

39.  Father  Zhu  Rud; 

40.  Father  Zou  Xjjin;  and 

41.  Father  Xu.  Priests  of  Fu'an,  Fujian  province.  All  arrested  July  27, 1990,  at  Luojiang  Church  in  Fu'an. 
All  currently  imprisoned. 

42.  Father  Guo  Qiushan; 

43.  Father  Guo  Shichun;  and 

44.  Father  Guo  (given  name  not  known).  Priests  of  Fu'an,  Fujian  province.  All  arrested  July  27,  1990. 
AU  three  released  for  health  reasons  in  August  1991.  Now  under  house  arrest 

45.  Father  Pei  Guojun.  Priest  of  Yixian  diocese,  Hebei  province.  Arrested  and  imprisoned  between  mid- 
Dccembcr  1989  and  mid-January  1990  in  connection  with  underground  episcopal  conference  in  Shaaiui 
province.  No  recent  news. 

46.  Father  Wei  Jingyi.  35  years  old.  Priest  of  Qiqihar,  Heilongjiang  province.  Arrested  between  mid- 
December  1989  and  mid-January  1990.  Sentenced  in  March  1991  to  thrix  years  of  reform  through  labor. 
Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this  has  not  been  independently 
confirmed. 

47.  Father  Su  Zhemin.  60  years  old.  Vicar  General  of  Baoding  diocese,  Hebei  province.  Arrested 
December  17,  1989.  Sentenced  on  May  21,  1990,  to  three  years'  "reform  through  labor"  at  a  labor  farm 
near  Tangshan,  Hebei  province.  Released  in  mid-1992;  remains  under  close  surveillance. 

48.  Father  Shi  Wande.  Priest  of  Baoding  diocese,  Hebei  province.  Arrested  December  9, 1989,  in  Xushui, 
about  70  kilometers  southwest  of  Beijing,  and  reportedly  imprisoned.  No  recent  news. 

49.  Father  John  Baptist  Wang  Ruohan.  Priest  of  Tianshui  diocese.  Gansu  province.  Arrested  December 
1989.  After  period  of  imprisonment,  under  severe  restriction  of  movement. 

50.  Father  Pei  Zhenping.  Priest  of  Youtong  village,  Hebei  province.  Arrested  October  21,  1989,  and 
imprisoned.  Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this  has  not  been 
independently  confirmed. 

51.  Father  Pei  Ronggui.  Trappist  priest  of  Youtong  village,  Hebei  province.  59  years  old.  Arrested  in 
Beijing,  reportedly  on  September  3,  1989.  Charged  with  "disturbing  the  social  order."  Sentenced  by 
Luanchcng  County  court  on  January  26,  1991,  to  five  years'  imprisonment.  Incarcerated  in  Prison  No.  4 
in  Shijiazhuang,  Hebei.  Rclca.sed  on  parole  in  March  1993.  Remains  under  restrictions  of  movement  and 
association. 

52.  Father  Wang  Yiqi.  Priest  of  Fujian  province.  Reportedly  arrested  in  Liushan  village,  Fujian  province, 
on  February  28,  1988.  Reports  of  his  release  have  not  been  confirmed. 

53.  Father  Francis  Wang  Vijun.  Vicar  General  of  Wcnzhou  diocese,  21iejiang  province.  75  years  old. 
Arrested  May  19,  1982,  and  sentenced  to  eight  years'  impri.sonment.  In  March  1990,  sentenced  to  an 
additional  three  years'  "reform  through  labor"  for  "stubbomne.ss."  Released  from  prison  May  21,  1992; 
remains  under  restrictions  of  movement  and  association. 

54.  Father  Jo.scph  Guo  Fude.  Member  of  the  Society  of  the  Divine  Word.  69  years  old.  Most  recent 
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arrest  and  imprisonment  in  spring  1982.  As  of  late  1986,  interned  in  a  labor  camp  in  southern  Shandong; 
according  to  unconfirmed  reports,  since  transferred  to  house  arrest  and/or  strict  police  surveillance.  No 
recent  news. 

55.  Father  Joseph  Jin  Dechen.  Vicar  General  of  Nanyang  diocese,  Henan  province.  72  years  old.  Ar- 
rested December  18,  1981;  sentenced  July  27,  1982,  to  15  years.  Released  from  prison  May  21,  1992; 
remains  under  restrictions  of  movement  and  association. 

55.  Father  Fu  Hezhou.  68  years  old.  Arrested  and  imprisoned  November  19,  1981.  Reportedly  since 
transferred  to  house  arrest  and/or  strict  police  surveillance.  No  recent  news. 

57.  Father  Zhu  Bayou.  Priest  of  Nanyang  diocese.  Henan  province.  Arrested  in  the  eariy  1980s  and 
sentenced  to  10  years.  Now  free  on  parole  and  restricted  to  village  of  Jingang,  Henan. 

58.  Father  Lin  Jiale.  Reportedly  imprisoned  in  Fuzhou,  Fujian  province.  No  other  information  available. 

59.  Father  Liu  Shizhong.  Reportedly  imprisoned  in  Fuzhou,  Fujian  province.  No  other  infoimation  avail- 
able. 

60.  Deacon  Dong  (?)  Linzhong.  Of  Dongdazhao  Village,  Baoding,  Hebei  province.  Arrested  December 
21,  1992,  by  Public  Security  Bureau,  with  Father  Zhou  Zhenkun. 

61.  Mr.  Pei.  Layman  of  Zhengding  diocese,  Hebei  province.  (Some  reports  identify  Pei  as  a  priest).  About 
40  years  old.  Arrested  with  Father  Joseph  Dong  Zhenlu  in  Guangzhou  on  November  18,  1992;  both  proba- 
bly released  December  15,  1992.  Chinese  authorities  reported  in  March  1992  that  they  had  been  released, 
but  this  has  not  been  independently  confirmed. 

62.  Deacon  Ma  Shunbao.  42  years  old.  Arrested  November  6,  1991,  and  detained  without  trial. 

63.  Zhang  Guoyan.  35  years  old.  Layman  from  Baoding,  Hebei  province.  Sentenced  in  1991  to  three 
years  of  reeducation  through  labor.  Chinese  authorities  reported  in  March  1993  that  he  had  been  released, 
but  this  has  not  been  independently  confirmed. 

64.  Zhang  Youshen.  Lay  leader  from  Baoding,  Hebei  province.  Sentenced  in  1991  to  three  years  of 
reeducation  through  labor.  As  of  May  1993,  still  imprisoned,  despite  Chinese  claims  that  he  had  been 
released  before  March  1993. 

65.  Wang  Tongshang.  Deacon  and  community  leader  in  Baoding  diocese,  Hebei  province.  Arrested 
December  23.  1990,  and  sentenced  to  three  years  of  reeducation  through  labor.  Now  serving  prison  term 
in  Chcngde  Reeducation  Through  Labor  Center  in  Hebei.  Chinese  authorities  reported  in  March  1993  that 
he  had  been  released,  but  this  has  not  been  independently  confinned. 

66.  Zhang  Youzong.  Lay  Catholic  arrested  in  December  1990  or  early  1991  and  reportedly  sentenced  to 
three  years'  imprisonment  Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this 
has  not  been  independently  confirmed. 

67.  Zhang  Weiming.  Catholic  apprehended  with  his  wife,  Hou  Chongyan,  on  December  14,  1990,  and 
held  without  charge.  Chinese  authorities  reported  in  March  1993  that  he  had  been  released,  but  this  has 
not  been  independently  confirmed.  Hou  was  released  after  two  months  of  detention  and  told  that  her 
husband  was  being  held  for  religious  and  political  reasons. 

68.  Zhang  Dapeng;  and 

69.  Zhao  Zhongyue.  Husband  and  wife  from  Baoding,  Hebei  province.  Arrested  together  in  mid- 
December  1990  and  reportedly  sentenced  to  three  years  in  prison.  As  of  May  1993,  Zhang  remains  impris- 
oned, despite  Chinese  claims  that  both  husband  and  wife  had  been  released  before  March  1993.  Release 
of  Zhao  has  not  been  independently  confirmed. 

70.  Pei  Jieshu;  and 

71.  Pei  Shangchen.  Community  leaders  in  Youtong  village,  Hcbci  province.  Arrested  October  23,  1989, 
and  reportedly  now  imprisoned.  No  recent  news. 

72.  Wang  Jingjing.  Layman  of  Fujian  province.  Arrested  probably  on  February  28,  1988,  in  Liushan 
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village.  Reportedly  released,  but  this  has  not  been  independently  confirmed.  No  recent  news. 


Persecuted  Protestants: 

1.  Zheng  Yunsu.  Leader  of  Jesus  Family  religious  community  in  Duoyigou,  Shandong  province.  Arrested 
June  1992,  with  more  than  30  other  church  leaders.  Scnienccd  to  12  years'  imprisonment.  Three  of  his 
sons  were  sentenced  to  nine,  eight,  and  seven  years'  imprisonment.  Other  church  leaders  received 
sentences  of  five  years. 

2.  Xie  Moshan.  House-church  leader  from  Shanghai.  In  his  70s.  Arrested  April  24,  1992;  released  July 
23,  1992.  Remains  under  restrictions  of  movement  and  is  required  to  repon  periodically  to  local  Public 
Security  Bureau. 

3.  Chen  Zhuman.  50-year-old  member  of  New  Testament  Church  in  Fujian.  Arrested  December  14,  1991. 
Tortured  by  police  at  Putian  County  Detention  Center.  Sentenced  without  trial  in  July  1992  to  three  years' 
reeducation  through  labor.  Transferred  a  month  later  to  a  prison  in  Quanzhou,  Fujian,  where  he  was  again 
tortured. 

4.  Wang  Dabao; 

5.  Yang  Mingfen; 

6.  Xu  Hanrong;  and 

7.  Fan  Zhi.  All  four  arrested  in  Yingshang  County,  Anhui  province,  after  August  1991. 

8.  Zhang  Guancun; 

9.  Zeng  Shaoying;  and 

10.  Leng  Zhaoqing.  All  three  arrested  in  Funan  County,  Anhui  province,  after  August  1991. 

11.  Mr.  Dai.  Bible  distributor  from  Hubei  province.  Arrested  June  1991. 

12.  Chang  Rhea-yu  (or  Zhang  Ruiyu).  House-church  Protestant  from  Fujian  province.  Fifty-four  years 
old.  In  May  1990,  badly  hurt  when  Public  Security  Bureau  officials  ransacked  her  home  and  confiscated 
Bibles  and  Christian  literature.  Detained  August  25,  1990;  charged  March  27,  1991,  with  "inciting  and 
propagating  counter-revolution."  Tried  April  9-10,  1991.  Still  thought  to  be  detained. 

13.  Yang  Rongfu.  House-church  Protestant  of  Anhui  province.  Reportedly  arrested  before  June  1990  for 
unspecified  reasons.  Now  prevented  from  seeing  his  family. 

14.  Xu  Guoxing.  Shanghai  house-church  leader.  Bom  March  16,  1955.  Arrested  November  6,  1989; 
sentenced  November  18  to  three  years'  reform  through  labor.  Currently  imprisoned  in  Dafeng,  Jiangsu 
province. 

15.  Li  Jiayao.  Thirty  years  old.  House -church  leader  from  Guangdong  province.  Arrested  September  25, 
1990.  Sentenced  without  trial  September  17,  1991 ,  to  three  years  of  reeducation  through  labor.  Now  held 
in  Chek  Li  prison  near  Guangzhou. 

16.  Xu  Yongze.  Leader  of  a  house -church  network  in  central  China  and  founder  of  "New  Birth"  Protestant 
Movement.  Fifty-one  years  old.  From  Nanyang,  Zhenping  County,  Henan  province.  Arrested  April  16, 
1988,  in  Beijing;  sentenced  to  three  years'  imprisonment.  Held  in  Zhenping  County  Prison,  Henan,  until 
April  26,  1991,  and  in  Henan  Public  Security  Bureau  office  until  May  20,  1991,  when  released.  Remains 
under  very  strict  police  surveillance.  Possibly  being  forced  to  report  periodically  to  the  local  Public 
Security  Bureau. 

17.  Zhu  Mei  (or  Sha  Zhumel).  Bom  May  12,  1919.  Member  of  an  independent  Protestant  church. 
Arrested  June  3,  1987,  in  Shanghai;  reportedly  beaten  by  police.  Tried  November  3,  1987,  reportedly  in 
secret;  convicted  of  "harboring  a  counter-revolutionary  element."  Released  on  parole  on  April  3,  1992,  for 
medical  reasons  stemming  from  torture  in  prison.  Hospitalized  for  two  months.  Remains  under  some  travel 
and  other  restrictions. 
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18.  He  Suolie: 

19.  Kang  Manshuang;  and 

20.  Du  Zhangji.  House-church  leaders  from  Henan  province.  Arrested  in  1985  for  opposing  the  TSPM. 
Sentenced  in  1985  to  eight,  five,  and  four  years  in  prison,  respectively.  Not  known  to  have  been  released. 

21.  Song  Yude.  Forty  years  old.  House-church  leader  from  Tongbo  County  in  Henan.  Arrested  July  16, 
1984.  Tried  January  29,  1986;  sentenced  to  eight  years'  imprisonment.  Reportedly  released  from  prison 
in  April  1992.  Still  deprived  of  political  rights,  and  possibly  restricted  in  his  movements. 

22.  Pel  Zhongxun  (Chun  Chul).  Ethnic  Korean  Protestant  activist  from  Shanghai.  Seventy-five  years  old. 
Arrested  in  August  1983.  Charged  with  spying  for  Taiwanese  government  because  of  ties  to  Taiwanese 
Christians  and  activity  in  house-church  movement.  Sentenced  to  15  years  of  imprisonment  Currently 
reported  imprisoned  in  Shanghai  Prison  No.  2.  Is  allowed  visitors  only  once  a  month. 

Nos.  23-29,  house-church  lay  leaders  and  elders  from  Lushan  County,  Henan  province,  were  arrested  July 
9,  1983,  and  tried  together  in  1986.  They  were  accused  of  belonging  to  an  evangelical  group  outside  the 
government-sanctioned  TSPM;  planning  to  overthrow  China's  proletarian-dictatorship  and  socialist  system; 
having  ties  to  overseas  reactionary  forces;  receiving  and  distributing  foreign  materials;  disturbing  the  social 
onJer,  and  disturbing  and  breaking  up  normal  religious  activities. 

23.  Wang  Xincai.  Evangelical  leader  from  Zhangcun  Village,  Puling  Brigade,  Xinji  Commune.  Thirty-nine 
years  old.  Sentenced  to  15  years'  imprisonment. 

24.  Zhang  Yunpeng.  Evangelical  leader  from  Zhaozhuang  Village,  Houying  Brigade,  Zhadian  Commune. 
Sixty-eight  years  old.  Sentenced  to  14  years'  imprisonment. 

25.  Qin  Zheivjun.  Evangelical  deacon  from  Xinji  Commune.  Fifty-seven  years  old.  Length  of  sentence 
unknown. 

26.  Cui  Zhengshan.  Evangelical  elder  of  Lushan  County.  Forty-five  years  old.  Length  of  sentence 
unknown. 

27.  Xue  Guiwen.  Evangelical  elder  from  Liuzhuang  Village,  Xinhua  Brigade.  Thirty-eight  years  old. 
Length  of  sentence  unknown. 

28.  Wang  Baoquan.  Evangelical  elder  from  Second  Street,  Chengguan  Township.  Sixty-seven  years  old. 
Length  of  sentence  unknown. 

29.  Geng  Minxuan.  Evangelical  elder  from  Sunzhuang  Village,  Malon  Commune.  Sixty-six  years  old. 
Length  of  sentence  unknown. 

30.  Mr.  Bai.  Elderiy  member  of  Little  Flock  house  church  from  Ye  County,  Henan  province.  Arrested 
in  1983;  charged  with  belonging  to  the  Shouters,  holding  illegal  religious  meetings,  and  receiving  foreign 
Christian  literature.  As  of  March  1987,  thought  to  be  held  in  Kaifeng,  Henan. 

31.  Zhao  Donghai.  House^church  leader  from  Henan  province.  Sentenced  to  13  years'  imprisonment  in 
1982  or  1983. 
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Chairman  Gibbons.  I  have  been  giving  some  consideration  to  the 
suggestion  you  made  awhile  ago  that  perhaps  we  ought  to  have 
some  kind  of  interim  check  on  progpj'ess  under  this  new  Executive 
order.  So  approximately  6  months  from  now,  I  expect  to  have  that. 
We  will  have  a  public  hearing  here.  We  will  invite  the  administra- 
tion, we  will  invite  the  human  rights  groups  back  to  tell  us  about 
what  progress  has  been  made. 

Mr.  Jendrzejczyk.  Thank  you,  Mr.  Chairman. 

Chairman  GffiBONS.  As  I  said  earlier,  the  probation  period  for 
China  has  passed.  The  period  when  they  got  the  benefit  of  the 
doubt  when  it  came  to  matters  we  have  been  discussing  here  is 
over.  I  think  now  is  the  time  to  hold  their  feet  to  the  fire,  and  make 
sure  that  the  performances  that  the  President  seeks  together  with 
the  Congress  are  carried  out. 

I  am  concerned  about  their  different  standard  of  human  rights 
than  ours  and  I  am  concerned  about  the  fact  that  they  seem  to  be 
discriminating  against  us  in  commercial  matters.  As  I  said,  the 
probationary  period  has  passed  and  we  intend  to  follow  through  on 
checking  up  on  that. 

In  general,  looking  at  it  from  a  longer  perspective  than,  say  just 
the  last  4  or  6  years,  are  conditions  improving  in  China  overall  or 
have  they  deteriorated? 

Mr.  Jendrzejczyk.  Mr.  Chairman,  we  would  agree  with  the 
analysis  presented  by  the  State  Department  this  past  January  in 
their  annual  human  rights  country  report  that  there  have  been  no 
fundamental  improvements  in  human  rights  in  China  over  the  last 
year.  There  has  been  some  loosening  in  social  controls.  Magazines 
that  previously  could  not  cover  issues  considered  very  sensitive, 
such  as  homosexuality,  can  now  publish. 

On  the  other  hand,  other  controls  on  freedom  of  expression,  free- 
dom of  the  press,  freedom  of  religious  belief,  et  cetera  remain  in 
place  and  remain  very  tightly  administered. 

On  balance,  I  would  say  the  Chinese  Grovernment  seems  more 
anxious  than  ever  as  it  pursues  economic  reform  to  keep  a  tight  lid 
on  opposition  to  the  party's  control.  I  think  they  are  also  worried 
that  the  economic  reform  program  itself  is  bringing  about  economic 
dislocation  that  may  bring  about  the  kind  of  conditions  that  helped 
spark  the  1989  pro-democracy  movement,  concern  about  rising 
prices,  workers  in  State-run  enterprises  being  laid  off  and  having 
nowhere  else  to  go. 

This  is  creating  a  imdercurrent  of  discontent  that  could  surface 
again  especially  once  Deng  Xiaoping  dies,  which  is  why  this  is  a 
crucial  time  for  the  U.S.  Government  to  make  it  clear  that  the 
United  States  stands  behind  those  who  want  to  peacefully  partici- 
pate in  the  reformation  of  their  own  country.  That  is  all  we  are  ba- 
sically calling  for. 

Chfiirman  GreBONS.  Do  you  find  a  geographical  distribution  of 
the  human  rights  violations  that  you  complain  of?  Are  they  more 
prevalent  in  some  areas  than  others? 

Mr.  Jendrzejczyk.  It  is  hard  to  tell.  The  information  we  have 
collected — and  we  are  going  to  publish  an  updated  list  of  political 
prisoners  around  the  country — shows  that  the  pattern  of  abuse  var- 
ies somewhat  from  province  to  province,  but  it  is  very  difficult  to 
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say  that  in  the  coastal  provinces  there  is  less  or  more  religious 
freedom  for  example.  We  can't  find  that  pattern. 

The  other  problem  is  getting  information  from  outlying  areas  far 
from  Beijing  is  very  difficult.  Last  year  we  published  a  report  on 
Hunan  province  with  information  that  was  smuggled  to  us  from 
people  in  the  underground  network  in  Hunan  telling  us  about  hun- 
dreds of  political  prisoners  there  that  we  never  knew  existed.  We 
suspect  this  is  happening  in  other  provinces  as  well. 

Mr.  Zhao.  I  would  like  to  make  a  brief  comment  on  the  current 
situation,  political  and  economic,  in  China.  We  have  seen  numerous 
reports  from  the  media  that  the  Chinese  economy  is  booming  and 
that  the  free  market  is  being  developed,  but  that  sort  of  over- 
shadows the  political  reality  in  China. 

In  terms  of  the  political  situation  because  of  Deng  Xiaoping*  and 
the  central  government,  they  have  a  very  clear  policy  that  economic 
reform,  fine;  let  it  go.  But  there  is  no  slight  chance  in  terms  of  po- 
litical reform  or  political  freedom.  If  anybody — they  are  going  out 
and  making  money  they  are  fine.  But  if  they  have  the  slightest  dis- 
content or  opposition  voice  they  will  be  locked  up  in  prison  or  be 
sent  to  reeducation  camps. 

In  terms  of  the  economic  situation  right  now,  there  is  also  a  mis- 
conception from  the  West.  Many  Chinese  nationals  in  this  country 
started  worrying  about  this  situation  because  in  the  past  because 
of  the  fast  growing  economy  in  regions,  there  are  two  problems  that 
have  emerged.  One  is  a  gap  between  poor  and  rich,  not  just  the  re- 
gional, but  even  within  one  region  among  people.  That  was  never 
seen  before  in  China. 

We  are  talking  about  a  big  gap.  That  creates  a  tremendous  social 
problem.  Particularly  because  many  of  the  people  who  are  getting 
rich  are  the  daughters  and  sons  of  high-level  officials  that  enforces 
the  discontent. 

Also  because  of  the  overheated  economy  the  inflation  is  getting 
very  high.  In  some  regions,  it  is  like  21  percent  or  17  percent.  And 
at  the  same  time,  on  one  side  you  have  economic  problems  and  on 
the  other  side  there  is  a  political  suppression  continuing  and  that 
gets  the  society  really  heated.  And  many  people  feel  that  is  almost 
like  a  few  months  or  half  year  before  Tiananmen,  a  situation  like 
that,  like  late  1988.  That  is  sort  of  what  happened  in  1988,  that 
the  economy  was  going,  it  wasn't  too  bad,  but  the  people  were  not 
happy.  Because  of  the  economic  problems  and  the  political  suppres- 
sion. 

That  is  why  we  feel  it  is  very  important  at  this  point  to  have — 
for  example,  the  outside  pressure  ought  to  be  measured,  reason- 
able, but  at  the  same  time  clearly  pushing  for  political  change 
within  China.  Because  that  is  one  way  you  can  ease  off  the  pres- 
sure £ind  avoid  further  turmoil. 

Thank  you. 

Ms.  HiMMELFARB.  A  comment  about  the  long  and  the  short  term. 
The  long-term:  religious  persecution  in  China  now  is  clearly,  clearly 
worse  than  it  was  a  decade  ago.  The  situation  a  decade  ago  was 
considerably  looser.  There  was  some  reason  to  hope  that  it  would 
continue  to  loosen. 
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Over  4  years  ago,  there  was  a  renewed  crackdown,  and  some  of 
the  circumstances  that  I  have  described  today  are  now  in  effect  sind 
we  don't  see  any  loosening. 

In  the  short  term — I  testified  before  this  subcommittee  2  years 
ago  and  at  that  time,  we  had  on  our  Hst  of  persecuted  Christians 
21  bishops.  Today  we  have  18.  That  isn't  because  there  have  been 
releases,  although  there  have  been  some  releases.  Three  on  that 
list  in  1991  are  now  dead,  either  because  of  torture  or  ill  treatment 
under  some  sort  of  suspicious  circumstances.  Four  on  that  1991  list 
were  released,  as  far  as  we  know  without  restrictions,  but  since 
that  time  there  have  been  four  new  arrests  of  bishops.  One  has 
died  under  suspicious  circumstances. 

Two  on  the  origfinal  list  have  been  moved  into  administrative  de- 
tention in  so-called  old  age  homes,  where  there  are  no  protections, 
and  there  is  every  risk  of  torture  and  ill  treatment.  One  bishop — 
I  could  continue. 

I  see  the  long-term  trends  deteriorating.  I  see  the  short-term 
trends  deteriorating. 

Chairman  Gibbons.  Mr.  Hoagland. 

Mr.  Hoagland.  Thank  you,  Mr.  Chairman. 

I  am  sorry  to  have  missed  your  testimony,  Ms.  Himmelfarb.  We 
have  so  many  different  places  we  need  to  be.  I  am  new  to  this 
issue.  If  you  were  here  earlier  this  morning,  you  may  have  detected 
a  little  skepticism  in  my  comments  about  what  we  can  realistically 
attain  by  using  trade  pressures  to  effect  social  change. 

I  am  certainly  interested  in  doing  it  if  we  can  bring  about  some 
actual  changes.  It  seems  to  me  if  that  were  to  happen,  our  Trade 
Representative  and  others  would  have  to  focus  in  on  five  very  spe- 
cific changes  that  they  would  want  to  bring  about  that  were  defin- 
able and  discrete  and  clearly  understood,  specific,  none  of  the  sort 
of  generalizations  that  we  have  seen. 

A  bill  that  we  had  an  opportunity  to  vote  on  3  years  ago  was  so 
loaded  down  with  all  of  these  things  that  we  were  going  to  force 
China  to  do  through  trade  policy  it  seemed  to  me  to  be  unrealistic 
and  unfair  to  those  groups  like  yours,  Dr.  Zhao,  who  have  a  keen 
interest  in  bringing  about  change. 

I  would  like  each  of  the  three  of  you  to  list  your  top  five  very 
specific  things  that  you  would  like,  changes  that  you  would  like 
China  to  make  that  are  realistically  susceptible  to  being  brought 
about  by  use  of  trade  policy,  clear,  specific  definable. 

Mr.  Jendrzejczyk.  Examples  off  the  top,  I  can  come  up  with  four 
but  maybe  not  five.  One  of  the  conditions  in  the  Executive  order 
deals  with  access  by  humanitarian  organizations.  Our  State  De- 
partment for  2  years  has  been  urging  the  Chinese  to  allow  the 
International  Committee  of  the  Red  Cross,  which  conducts  con- 
fidential visits  to  political  prisoners  in  other  countries  around  the 
world,  to  begin  a  program  of  such  visits  to  China.  All  attempts 
have  gotten  nowhere. 

I  think  with  this  Executive  order  on  the  table,  if  the  administra- 
tion sits  down  with  the  Chinese  and  says  "By  this  time  next  year, 
we  want  you,  one,  to  have  reached  an  agreement  with  Geneva;  and 
two,  the  implementation  of  that  agreement  should  have  started,  in 
other  words  the  ICRC  should  actually  begin  some  visits,"  I  think 
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that  would  make  an  enormous  difference  in  reducing  the  level  of 
torture  and  ill  treatment. 

It  is  very  concrete  and  specific,  it  involves  the  least  loss  of  face 
by  the  Chinese.  It  is  very  specific  and  very  clear  £ind  verifiable. 

Mr.  HoAGLAND.  Access  by  humanitarian  organizations  to  what? 

Mr.  Jendrzejczyk.  To  Chinese  jails  and  prisons.  ICRC  has  a 
specific  limited  humanitarian  mandate  and  it  would  be  carrying 
out  its  mandate  with  regard  to  those  detainees. 

Mr.  HoAGLAND.  Could  you  give  names  of  specific  institutions? 

Mr.  Jendrzejczyk.  The  ICRC  has  to  conduct  these  negotiations 
with  the  Chinese  Government.  We  can  only  urge  them  to  do  that. 
The  kind  of  pressure  this  Executive  order  brings  to  bear  I  think 
could  tip  the  balance  in  getting  them  to  agree  to  this  key  provision. 

Another  is  opening  up  Tibet.  The  Chinese  say  anyone  can  go 
there,  that  it  is  free  to  visit  in  terms  of  foreign  journalists  or  any- 
one else.  It  is  not  free.  But  any  greater  access  to  Tibet  by  foreign 
journalists  or  human  rights  monitors,  whether  they  be  private  or 
U.N.-related  organizations,  would  reduce  the  level  of  repression  in 
Tibet. 

That  is  very  simple  to  verify  and  concrete  and  doable  on  the  part 
of  the  Chinese.  It  doesn't  mean  giving  up  control  of  Tibet  but  open- 
ing it  up. 

Third,  on  the  question  of  religious  persecution,  there  are  laws 
and  decrees  and  regulations  the  Chinese  put  in  place  February 
1991  mandating  stricter  controls  over  freedom  of  religion.  Those  de- 
crees and  laws  should  be  withdrawn  both  at  the  national  level  and 
at  the  provincial  level.  That  is  verifiable,  would  be  concrete  and  it 
would  have  long-lasting  implications. 

Mr.  Zhao.  I  have  exactly  five  conditions  here  that  we  believe  are 
important  for  the  Chinese  Government  to  meet.  The  most  impor- 
tant condition  that  we  believe  is  the  prisoner  release,  the  political 
prisoners  who  were  arrested  and  detained  are  still  in  prison  from 
the  Tiananmen  Square  massacre  and  the  Democracy  War  period 
are  still  to  be  released. 

Mr.  HoAGLAND.  How  many  are  there? 

Mr.  Zhao.  The  Chinese  Government  says  4,000  what  they  call 
counterrevolutionaries.  We  just  heard  from  Asia  Watch,  they  had 
a  list  of  1,200.  It  is  very  difficult  to  have  exact  numbers,  because 
the  Chinese  Government  is  not  publicizing  it.  That  is  why  there  is 
a  second  condition  that  we  believe  is  equally  important  is  to  have 
the  Chinese  Government  have  an  acceptable  accounting  namely 
publicizing  those  people  because  of  political  reasons  who  are  de- 
tained arrested  and  killed  and  executed  since  Tiananmen  Square 
and  the  Democracy  War. 

Third,  like  what  Asia  Watch  has  said,  the  access  to  prisons  by 
international  monitoring  groups.  That  is  very  important  because 
that  is  really  one  effective  way  to  improve  the  human  rights  condi- 
tions, particularly  the  conditions  in  prison.  The  Chinese  Govern- 
ment doesn't  care  about  their  own  people  blaming  the  torture  and 
everything,  but  if  they  know  they  have  international  groups  actu- 
ally seeing  the  conditions,  they  will  do  things  to  improve  that. 

The  fourth  would  be  freedom  of  press,  because  that  is  very  cru- 
cial for  Chinese  people  to  learn  what  is  going  on.  It  is  very  simple. 
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We  are  not  asking  them  to  change  the  system  overnight.  Small 
steps  by  steps,  that  is  significant. 

For  example,  accepting  Radio  FVee  Asia  and  stop  jamming  VOA, 
et  cetera.  Last  would  be  the  freedom  of  immigration  which  is  the 
spirit  of  Jackson-Vanik. 

Mr.  Jendrzejczyk.  Thirty-eight  hundred  counterrevolutionaries 
is  not  mclusive.  That  is  only  one  category  of  laws  used  to  imprison 
political  or  religious  dissidents.  There  are  many  other  laws  used. 
So  we  don't  want  to  give  you  the  impression  that  that  is  a  totai 
figure. 

Ms.  HiMMELFARB.  Could  I  tell  you  five  things?  First  is  to  grant 
freedom  of  conscience  and  fi-eedom  of  worship,  which  is  not  only  an 
internationally  guaranteed  human  right,  it  is  in  China's  constitu- 
tion. Second  is  to  release  religious  prisoners.  The  third  is  to  allow 
access  into  prisons,  and  I  would  add  particularly  into  these  old  age 
homes,  so-called,  where  elderly  priests  and  bishops  are  being  trans- 
ferred and  where  the  possibility  for  abuse  is  rife.  The  only  three 
people  who  have  come  out  of  these  homes  we  know  have  been  dead. 
Fourth  would  be  to  allow  visits  by  foreign  co-religionists  and  fifth 
would  be  to  allow  religious  education  and  distribution  of  religious 
literature. 

Mr.  HOAGLAND.  Thank  vou.  That  is  very  helpfiil.  It  seems  to  me 
if  the  United  States  is  to  be  successful  in  achieving  those  goals,  we 

^^^®^^,*^®"'*fy  ^^®™  specifically  and  then  go  after  them  in  a  spe- 
cific fashion. 

Thank  you. 

Chairman  Gibbons.  Mr.  Matsui. 

Mr.  Matsui.  Dr.  Zhao,  you  have  supported  conditionality  over 
the  last  2  or  3  years;  have  you  not? 

Mr.  Zhao.  Yes. 

Mr.  Matsui.  You  indicate  in  your  statement  that  little  or  no 
progress  has  been  made  in  those  areas,  that  had  legislation  been 
passed  and  been  signed  by  the  President  last  year,  we  would  be 
cutting  off  MFN  status  with  the  Chinese  at  this  time. 

Do  you  think  that  that  would  be  an  appropriate  remedy  today? 
Mr.  Solomon  introduced  his  legislation  and  we  will  have  that  issue 
on  the  floor  in  the  next  month  or  two.  Is  that  something  you  would 
support,  because  it  would  seem  to  me  to  be  inconsistent?  You  would 
be  in  a  position  of  supporting  Solomon  at  this  time. 

Mr.  Zhao.  We  supported  conditionality  over  the  last  few  years 
primarily  based  on  human  rights  concerns.  As  you  mention,  should 
the  legislation  let's  say  last  year  pass  and  be  signed  by  the  Presi- 
dent, if  that  were  the  case  we  believe  the  situation  would  be  dif- 
ferent today  in  China  in  terms  of  human  rights,  because  we  believe 

the  Chinese  Government  would  certainly  meet  those  reasonable 

we  are  talking  about  reasonable  conditions  if  they  know  for  sure 
that  the  United  States  is  sincere  and  they  are  going  to  actually  im- 
plement them. 

But  unfortunately,  in  the  past  administrations,  that  is  not  the 
case  and  they  know  that.  They  knew  they  didn't  have  to  worry 
about  it.  The  first  year,  in  1990,  there  was  significant  progress  in 
terms  of  releasing  about  800  political  prisoners,  when  the  Congress 
was  debating  MFN. 


103 

In  terms  of  the  revocation  approach,  that  is  not  what  we  advo- 
cate, because  we  don't  believe—basically  in  terms  of  MFN  you  have 
three  approaches,  that  is  how  we  see  it,  a  revocation,  complete  rev- 
ocation, and  an  unconditional  renewal.  None  of  them  we  believe  are 
the  best  approach. 

The  best  approach  for  the  Chinese  situation  is  really  to  have  a 
reasonable  measured  condition  and  send  out — the  key  is  the  mes- 
sage has  to  be  clear  and  real.  If  that  is  the  case  and  the  conditions 
are  reasonable,  we  believe  they  will  meet  them. 

Mr.  Matsui.  I  never  believed  that  those  people,  except  for  the 
very  extreme  groups  that  supported  the  conditionalitv  legislation, 
ever  expected  MFN  status  to  be  eliminated  with  China.  Almost 
every  group  I  have  spoken  with  in  California,  particularly  those  of 
Chinese  ancestry,  students  and  others,  were  basically  saying  that 
they  wanted  leverage  but  they  would  never  want  MFN  status  to  be 
revoked  because  they  felt  that  it  was  really  the  trade  relations  and 
the  diplomatic  relations  that  were  established  in  the  late  1970s 
that  made  what  little  opening  there  is  of  China  at  this  time.  It 
would  be  a  step  backward  to  cut  off  trade  relations  because  it 
would  lead  to  a  downward  spiral  in  terms  of  relationships. 

I  agree  and  I  think  everybody  in  the  room  agrees  with  your 
goals,  and  we  all  share  those  goals.  We  want  to  see  liberalization. 
I  happen  to  be  one  of  those  that  also  thinks  that  if  we  only  had 
a  $4  billion  trade  relationship  with  China  now  you  could  cut  it  off 
next  week  and  it  wouldn't  make  a  difference. 

Unfortunately,  we  have  significant  trade  with  China.  That  is  why 
as  a  leverage  point  it  is  probably  not  as  effective  because  it  is  unre- 
alistic to  think  we  would  ever  cut  off  MFN  status  with  China.  That 
is  why  we  need  other  forms  of  leverage.  I  am  sure  you  have 
thought  about  this.  It  would  be  my  hope  that  you  come  up  with 
some  other  approaches  besides  the  Executive  order,  because  we 
don't  want  to  be  caught  in  the  same  position  again. 

One  of  the  things  I  feel  strongly  about  is  we  shouldn't  put  our- 
selves in  a  position  where  we  threaten,  and  then  if  the  conditions 
aren't  fulfilled,  we  fail  to  fulfill  the  threat. 

Mr.  HOAGLAND.  Hasn't  that  in  fact  been  our  history  in  recent 
years,  to  lay  out  grandiose  conditions  and  then  sign  a  couple  of 
agreements  and  the  release  of  a  couple  of  political  prisoners  right 
before  MFT^  comes  up  for  renewal? 

Mr.  Matsui.  I  think  it  is  a  very  fundamental  issue.  I  don't  think 
we  disagree  with  your  goals.  I  think  everybody  would  like  to  see 
liberalization.  I  think  tne  business  community  would.  I  think  it 
would  make  their  ability  to  conduct  business  and  investments  in 
China  much  more  conducive  if  we  had  more  liberalization  there. 

We  want  to  work  to  achieve  that  goal  so  we  don't  get  caught  in 
this  position  again  12  months  from  now. 

Mr.  Jendrzejczyk.  Clearly  you  are  right.  The  threat  has  to  be 
credible,  otherwise  it  has  no  effect.  I  think  that  over  the  last  3 
years,  the  Chinese  Government  has  very  effectively  tried  to  plav  off 
the  previous  administration  and  Congp^ess.  It  was  the  threat  of  the 
Congress  of  withdrawing  MFN  or  putting  tough  conditions  on  it 
that  gave  the  administration  a  certain  amount  of  bargaining  power. 

The  reason  the  Chinese  Government  lobbied  so  heavily  this  year 
more  than  ever  is  because  MFN  is  so  important  to  them.  They  will 
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look  at  this  and  make  a  realistic  choice  on  what  is  in  the  long-term 
best  interest  of  the  Chinese  Communist  Party.  For  that  reason,  I 
feel  MFN  represents  the  single  most  important  leverage  we  have, 
not  the  only  one,  and  I  agree  it  should  not  be  used  in  isolation,  but 
I  think  it  would  be  a  mistake  to  under  estimate  the  enormous  ad- 
vantage the  President  has  now  if  he  uses  it  correctly. 

I  totally  agree  about  the  business  community.  We  have  met  pri- 
vately with  a  number  of  American  business  leaders.  We  have  urged 
them  to  use  their  influence  quietly  with  the  Chinese  Government 
to  urge  them  to  make  the  kind  of  reforms  necessary  to  meet  these 
conditions. 

We  also  favor  a  code  of  conduct.  Two  of  us  have  spoken  about 
this  when  you  were  unable  to  be  here,  a  code  of  conduct  for  Amer- 
ican businesses  where  they  commit  themselves  to  protecting  Chi- 
nese employees  who  work  for  them,  preventing  political  indoctrina- 
tion, insuring  they  are  exporting  prison  labor  products,  and  using 
their  influence  where  possible  with  the  Chinese  authorities  to  bring 
about 

Mr.  Matsui.  Let  me  respond  because  I  think  Ambassador  Lord 
mentioned  that  the  business  community  should  be  more  forthcom- 
ing, and  I  think  they  would  like  to  be  as  well.  The  problem  is  that 
every  year  they  are  worried  about  MFN  status  and  having  to  work 
the  Hill.  It  is  hard  for  them  to  preoccupy  themselves  with  trying 
to  change  behavior  in  China  when  they  are  trying  to  protect  their 
interests. 

Mr.  Jendrzejczyk.  They  can't  have  it  both  ways. 

Mr.  Matsui.  They  want  stability  so  they  can  better  work  on  some 
of  those  internal  issues  and  not  worry  about  the  future  of  our  trade 
relationship.  It  is  unthinkable  that  we  would  cut  off  trade  relations 
with  China  in  terms  of  eliminating  MFN  status  given  the  kind  of 
trade  that  goes  back  and  forth. 

It  was  very  easy  with  South  Africa.  We  didn't  have  much  trade 
with  South  Africa  in  the  mid-1980s  when  we  imposed  the  embargo. 
Other  countries  worked  with  us  on  that  because  it  was  a  multilat- 
eral national  effort.  We  used  it  more  as  a  carrot  than  as  a  stick. 

Our  problem  is  that  we  have  a  trade  relationship  that  we  are 
threatening  to  take  away  when  we  ourselves  are  skeptical  as  to 
whether  or  not  we  are  willing  to  really  take  it  away.  That  is  why 
it  doesn't  have  the  kind  of  leverage  that  with  other  countries  trade 
as  a  weapon  or  as  a  leverage  point  has  had  in  the  past. 

Mr.  Jendrzejczyk.  Last  year  the  legislation  targeted  sanctions 
that  if  MFN  were  to  be  withdrawn,  it  would  be  withdrawn  for  prod- 
ucts exported  by  state-run  enterprises.  No  question  there  is  some 
difficulty  in  defining  what  those  products  are.  We  have  talked  to 
people  at  USTR  and  elsewhere  and  they  say  if  there  is  a  political 
will  to  do  this,  we  have  done  it  before. 

We  could  publish  a  list  in  the  Federal  Register.  Therefore  you 
don't  cut  off  all  trade,  you  don't  raise  tariffs  on  all  products  but  cer- 
tain products,  and  that  sends  the  kind  of  political  message  that  I 
think  would  help  bring  about  compliance. 

You  are  right  about  our  allies  playing  a  role  in  this.  I  was  in 
Tokyo  recently  meeting  with  officials  in  the  Japanese  Government. 
I  think  they  understand  it  is  in  their  long-term  best  interest  as 
well  for  the  promotion  of  greater  stability  in  China  that  the  human 
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rights  improvements  contained  in  conditions  attached  to  MFN  be 
met. 

I  think  they  understand  that  they  have  a  role  to  play  in  the  proc- 
ess. Japan  is  the  largest  single  bilateral  aid  donor,  as  you  know, 
to  China.  They  have  enormous  influence  there  and  many  and  grow- 
ing business  investments.  So  I  think  the  President  can  go  to  Tokyo 
next  month  and  bring  this  up  to  our  allies  and  say  we  need  you 
to  come  in  behind  us  because  we  are  all  looking  for  the  same  thing. 

Mr.  Matsui.  If  this  is  going  to  work  as  real  leverage,  you  are 
going  to  have  to  get  other  countries  involved.  I  imagine  the  Japa- 
nese appreciate  the  debate  we  are  going  through  now,  as  do  the 
Europeans,  and  I  agree  that  you  are  going  to  have  to  get  more 
countries  involved  in  this  effort.  That  is  why  I  think  it  is  important 
that  our  administration  review  the  China  policy  from  a  long-term 
perspective. 

There  are  going  to  be  other  areas  that  you  can  see  besides  the 
trade  relationship.  We  would  like  to  hear  from  you  on  those  so  that 
we  could  perhaps  use  those  as  leverage.  The  Olympics  is  due  in 
September  so  you  are  not  going  to  expect  a  lot  of  behavioral 
changes  in  the  next  3  months.  Those  are  areas  that  could  be  used 
as  important  pieces  of  leverage,  I  would  hope. 

Thank  you. 

Chairman  Gibbons.  Thank  you  all  very  much. 

We  will  see  you  back  here  in  about  6  months. 

Mr.  Jeistorzejczyk.  Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  Now  we  have  the  Committee  on  American 
Trade,  the  National  Association  of  Manufacturers,  the  American 
Association  of  Exporters  &  Importers,  the  Fashion  Accessories 
Shippers  Association,  and  Motorola;  Mr.  McNeill,  Mr.  Morris,  Mr. 
Nass,  Mr.  Simon,  and  Mr.  Younts. 

We  will  start  with  Mr.  McNeill. 

STATEMENT  OF  ROBERT  L.  McNEILL,  EXECUTIVE  VICE 
CHAIRMAN,  EMERGENCY  COMMITTEE  FOR  AMERICAN  TRADE 

Mr.  McNeill.  Thank  you,  Mr.  Chairman. 

You  are  kind  to  have  me  here  again.  I  thank  you  for  the  privilege 
of  being  allowed  to  testify  today. 

Chairman  Gibbons.  Mr.  McNeill,  you  have  only  been  coming 
here  for  about  30  years. 

Mr.  McNeill.  We  are  strongly  supportive  of  the  continuation  of 
most-favored-nation  trade  status  for  China  and  therefore  welcome 
President  Clinton's  decision  to  extend  MFN  through  to  July  3, 
1994.  Our  regret  is  that  the  President  chose  to  add  conditions  that 
are  to  be  met  by  July  3,  1994,  as  a  condition  of  a  further  extension. 
That  conditionality  is  what  bothers  us. 

"Us,"  Mr.  Chairman,  is  broadly  defined  to  be  pretty  much  the 
whole  of  the  U.S.  business  community,  the  farm  community,  the  re- 
tail industry,  consumer  groups,  shippers,  and  others.  Three  hun- 
dred and  thirty-five  signatories  on  May  12  sent  to  President  Clin- 
ton a  letter  urging  him  to  extend  MFN,  but  without  any  conditions. 
If  it  is  agreeable,  Mr.  Chairman,  we  would  appreciate  this  letter 
being  made  part  of  the  hearing  record. 

Chairman  Gibbons.  Without  objection. 
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Mr.  McNeill.  It  is  several  pages  long,  but  the  text  is  only  one 
page.  There  are  335  signatories  to  the  letter,  none  of  whom  are 
supportive  of  China's  human  rights  policies;  all  of  whom  abhor  the 
violation  of  any  person's  human  rights  in  any  country,  whether  in 
China  or  elsewhere. 

We  share  the  President's  concerns  for  improvements  in  human 
rights  in  China.  We  just  disagree  with  the  instrument  being  used 
to  achieve  that  objective — the  instrument  being  companies  and  the 
workers  that  they  employ. 

It  is  not  only  that  MFN  is  being  used  as  an  instrument  for  the 
achievement  of  U.S.  public  policies  in  China,  in  this  case  human 
rights,  but  that  U.S.  trade  increasingly  is  being  used  as  an  instru- 
ment for  the  achievement  of  U.S.  public  policy  purposes.  We  in  the 
business  community,  for  example,  at  this  time  are  concerned  that 
with  respect  to  the  NAFTA,  that  trade  again  may  well  be  used  as 
an  instrument  to  sanction  those  who  do  not  adhere  to  or  live  up 
to  nontrade  considerations  in  the  two  particular  fields  of  the  envi- 
ronment and  of  labor. 

We  have  seen  business  used  in  the  past  for  similar  purposes. 
Some  years  back,for  example,  when  we  had  a  problem  with  the  So- 
viet Union's  policies  in  the  human  rights  area,  the  U.S.  Govern- 
ment prohibited  Caterpillar  Tractor  Co.  from  exporting  ditch  dig- 
gers to  the  Soviet  Union  to  be  used  in  the  digging  of  the  Trans- 
Siberian  natural  gas  pipeline.  Caterpillar  was  precluded  from  doing 
that. 

The  Komatsu  Co.,  its  major  world  competitor,  stepped  in  and 
picked  up  all  the  business  for  that  pipeline,  which  was  very  sub- 
stantial. Caterpillar  was  squeezed  out  of  the  Soviet  market  and  has 
never  regained  its  position  there  at  the  expense  of  tens  of  thou- 
sands of  U.S.  joJDS  in  the  subsequent  years. 

Bearing  in  mind  the  above  example,  we  are  concerned  that  if  the 
conditionality  in  respect  of  China  is  not  achieved  in  the  next  period 
of  12  months,  and  if  there  consequently  were  to  be  a  withdrawal 
of  MFN,  the  largest  growing  market  in  the  world  of  any  significant 
consequence  will  be  lost  to  the  United  States. 

At  a  time  when  our  President  wants  to  rejuvenate  the  American 
economy,  we  would  be  precluding  Americans  from  competing  for 
business  in  China,  which  is  considered  by  many  at  the  moment  to 
be  an  economic  superpower.  That  greatly  concerns  us. 

In  terms  of  the  human  rights  of  the  citizens  of  China,  I  have  an- 
ecdotal information  from  a  number  of  ECAT  companies  as  to  how 
their  presence  in  China  benefits  not  only  the  economic  well-being 
of  their  employees,  but  also  their  social  well-being.  I  have  heard 
from  at  least  two  ECAT  companies  who  are  large  and  substantial 
investors  in  China  that  not  only  do  they  pay  good  wages,  but  they 
have  such  facilities  as  day  care  centers  for  employees  working  in 
their  factories. 

They  provide  other  benefits  outside  the  factory  floor  for  employ- 
ees such  as  educational  facilities  for  their  Chinese  employees. 

One  company  currently  has  30  Chinese  employees  in  their  U.S. 
factories,  the  Dresser  Industries,  Inc.,  company,  who  are  training 
in  the  U.S.  factory  in  order  to  go  back  to  China  and  become  effec- 
tive employees  there. 
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Dresser  routinely  brines  delegations  to  the  United  States  from 
China,  places  these  people  in  private  homes,  and  allows  them  to 
see  the  American  economy  and  society  and  political  system  at 
work.  It  is  our  feeling,  as  I  think  it  would  be  yours,  that  this  is 
certainly  beneficial  to  the  citizens  that  they  employ.  Dresser  is  not 
an  unusual  company  in  China.  r-  •  i 

I  think  the  American  presence  in  China  is  very,  very  beneficial 
to  the  advancement  of  human  rights.  We  would  find  it  difficult  to 
conceive  how  the  well-being  of  the  citizens  of  China  would  be  ad- 
vanced by  the  absence  of  the  United  States  business  community  in 
that  country.  . 

Most  ECAT  member  companies  are  large.  Thev  go  to  China  to  in- 
vest so  that  they  can  sell,  not  back  to  the  United  States  but  so  that 
they  can  sell  their  products  in  China.  Because  China  has  a  State- 
run  economy,  the  purchaser  usually  is  the  government,  whether 
the  government  entity  be  national,  provincial,  local,  or  municipal. 

Were  MFN  to  be  withdrawn,  it  is  almost  certain,  therefore,  that 
the  government  purchases  in  China  of  American  products  would 
immediately  dry  up.  U.S.  products  are  not  unique  in  the  world  so 
that  the  withdrawal  of  MFN  would  have  very  serious  consequences 
for  the  American  business  community  and  for  tens  of  thousands  of 
employees  of  ECAT  companies  in  the  United  States. 

We  hope,  Mr.  Chairman,  that  in  the  intervening  months  that 
events  in  China  will  take  place  that  will  satisfy  the  conditions  spec- 
ified by  our  President  so  that  there  will  not  be  a  withdrawal  of 
MFN.  We  are  fiirther  hopeful  that  in  the  12-month  period  ahead 
that  the  uncertainty  created  by  the  conditions  will  not  lead  Amer- 
ican firms  to  retreat  from  China.  The  companies  that  I  represent 
are  very  reluctant  to  take  the  money  invested  in  them  by  private 
American  shareholders  and  invest  it  in  situations  where  there  is 
instability.  The  one  thing  that  business  requires  is  stability.  With 
the  condition ality  on  the  extension  of  China  MFN  imposed  by  the 
President,  we  now  do  have  a  degree  of  uncertainty,  and  I  think 
that  that  can  only  be  harmful. 

You  have  been  patient.  Perhaps  I  have  taken  too  much  time  and 
I  thank  you. 

[The  prepared  statement  and  letter  referred  to  follow:] 
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STATEMEN  I  OF  KOIJERI  L.  McNEILL,  EXECUTIVE  VICE  CHAIRMAN, 

EMERGENCY  COMMIII  EE  EOR  AMERICAN  TRADE,  BEFORE  THE 

COMMIT]  EE  ON  WAYS  AND  MEANS  SUIlCOMMin  EE  ON  TRADE 

HEARING  ON   UNITED  STAIES-CmNA  TRADE  RELATIONS 

TUESDAY,  JUNES,  1993 

I  am  pleased  to  be  here  to  testify  to  the  strong  support  oftlic  members  of  the 
Emergency  Committee  for  American  Trade  (ECAT)  Tor  MFN  trade  status  for 
China. 

We  are  pleased  that  President  Clinton  has  extended  MFN  Tor  China  through 
July  3,  1994.  We  would  have  preferred  that  he  not  have  conditioned  the  extension 
of  MFN  for  China  beyond  July  3,  1994,  on  the  achievement  of  progress  in 
enumerated  human  rights  areas. 

We  are  not  alone  in  our  disappointment  at  the  attachment  of  human  rights 
conditions.  Along  with  ECAT,  334  other  business  organizations,  firms,  farm  groups, 
and  consumer  groups  signed  a  May  12,  1993,  letter  to  President  Clinton 
recommending  renewal  of  MFN  for  China  without  conditions,  whether  imposed  by 
legislative  or  administrative  action.   If  agreeable  to  you,  Mr.  Chairman,  I  would 
appreciate  that  letter  being  made  a  part  of  this  hearing  record. 

Not  one  of  the  33S  signatories  of  the  May  12  letter  would  in  any  way  be  an 
apologist  for  the  human  rights  policies  and  actions  of  China.  Just  as  President 
Clinton  and  all  other  Americans,  we  share  the  desire  that  China  treat  its  citizens  in 
a  humane  manner.  What  separates  us  from  the  advocates  of  a  conditional  grant  of 
MFN  for  China  is  a  clear  disagreement  as  to  how  further  progress  in  advancing  the 
human  rights  of  China's  citizens  can  better  be  accomplished. 

As  U.S.  firms  with  on-site  facilities  in  China,  many  members  of  ECAT  are  in 
a  position  to  observe  firsthand  that  the  rapid  economic  modernization  underway  in 
China  supports  democratic  elements  in  China  and  substantially  and  elTectively 
improves  the  basic  human  rights  of  China's  citizens. 

Let  me  give  you  just  one  example  of  this.  Since  1977  Dresser  Industries  has 
invited  and  received  many  Chinese  citizens  to  its  numerous  facilities  throughout  the 
United  States.  As  a  result.  Dresser  has  established  very  personal  and  ongoing 
relationships  with  the  Chinese  people.   During  their  visits  to  the  United  States,  (he 
Chinese  actually  become  a  part  of  an  American  family,  which  enables  them  to  learn 
American  lifestyles  and  values.   From  years  of  experience.  Dresser  has  discovered 
that  sharing  the  "American  dream"  with  Chinese  visitors  enhances  U.S.  relations 
and  assists  Dresser  Industries  in  building  long-term  relationships  with  China. 

In  terms  of  economic  potential,  China  is  truly  a  slumbering  giant  that  clearly 
is  awakening.  Even  among  its  historic  and  aged  leaders,  there  is  a  growing 
recognition  that  China's  economic  welfare  can  better  be  advanced  through 
economic  competition  than  through  China's  traditional  statism.  A  private  sector  is 
as  a  result  slowly  spreading  throughout  the  provinces  of  China.  As  it  does,  an 
improved  economic  condition  is  bringing  with  it  an  improved  and  freer  human 
condition.   Basic  human  rights  can  better  be  achieved  through  conditions  of 
economic  plenty  than  of  economic  scarcity. 

The  1980  extension  of  MFN  by  the  United  States  to  China  has  led  to  a 
gradual  opening  of  China  to  the  U.S.  business  community.   Substantial  economic 
relationships  have  been  established  and  have  prospered  as  bilateral  trade  has  vastly 
increased. 

The  potential  withdrawal  of  MFN  for  China  in  1994  that  is  contained  in  the 
conditional  extension  by  President  Clinton  would  fundamentally  alter  the  U.S. 
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economic  and  political  position  in  China.  There  would  be  a  very  substantial 
diminution  in  bilateral  trade  and  in  existing  and  future  U.S.  investments  in  China. 

Unfortunately  for  U.S.  firms  and  their  employees  in  this  country  and  in 
China,  absence  of  the  U.S.  presence  would  quickly  be  substituted  by  the  presence  of 
others  -  our  foreign  competitors.  Whether  they  would  be  as  constructive  forces  for 
change  in  China  as  we  are  is  conjectural.   On  balance,  it  is  unlikely  that  they  would 
be,  so  that  human  and  other  rights  in  China  might  not  as  well  be  advanced  as  with  a 
continued  U.S.  presence.  It  should  be  noted  that  U.S.  employers  in  China 
substantially  contribute  to  the  economic  and  social  well-being  of  their  employees 
and  that  the  provinces  of  China  where  there  is  a  U.S.  and  other  foreign  presence  are 
the  provinces  where  human  rights  and  other  reforms  are  the  most  advanced. 

The  U.S.  presence  in  China  is  demonstrably  important  to  the  advancement  of 
economic  and  social  freedom  in  China.   It  is  also  important  to  the  economic  well 
being  of  U.S.  firms  currently  and  prospectively  doing  business  with  and  in  China. 

It  will  not  be  too  many  years  before  China  becomes  one  of  the  few  economic 
super  powers  of  the  world.  Indeed,  some  feel  that  China  already  has  achieved  that 
status.  To  be  on  the  sidelines  of  this  developing  economic  drama  could  be  terribly 
costly  to  the  United  States  -  a  prospect  that  could  be  expected  to  follow  the  denial  of 
MFN  to  China  by  the  United  States. 

Without  MFN,  U.S.  trade  with  China  would  be  substantially  curtailed.  In 
fact,  it  is  almost  certain  that  U.S.  exports  to  China  would  dramatically  drop.  This  is 
because  the  bulk  of  U.S.  exports  to  China  as  well  as  sales  in  China  of  products 
produced  there  by  U.S.  firms  are  purchased  by  the  government  of  China,  which 
certainly  could  be  expected  in  retaliation  for  the  withdrawal  of  MFN  for  its  exports 
to  the  United  States  to  react  in  kind  and  to  divert  its  purchases  to  non-U.S.  firms. 
Because  the  United  States  is  not  a  sole  or  unique  supplier  of  goods  to  China,  it 
would  be  easy  for  China  to  switch  its  purchases  from  U.S.  to  foreign  suppliers. 

Let  me  illustrate  the  point  with  specific  examples.  Two  of  our  members,  the 
McDonnell  Douglas  and  Boeing  companies  would  stand  to  lose  many  billions  of 
dollars  in  aircraft  sales  to  government-owned  Chinese  airlines.  U.S.  aircraft 
manufacturers  are  in  severe  competition  with  Airbus  and  other  foreign  aircraft 
manufacturers  for  markets  both  here  in  the  United  States  and  abroad.  Without 
access  to  foreign  markets,  including  the  Chinese  market,  the  U.S.  aircraft  industry 
could  suffer  a  fatal  blow.  Tens  of  thousands  of  U.S.  workers  could  lose  their  jobs. 

Another  illustration  of  possible  export  loss  involves  another  major  U.S. 
exporter  and  member  of  ECAT  -  the  Caterpillar  Company.  With  a  very  intense 
effort.  Caterpillar  has  developed  a  very  substantial  share  of  the  Chinese  market  for 
earthmoving  equipment.  Again,  the  customer  is  the  government  of  China  ~  a 
customer  almost  certain  to  be  lost  should  MFN  be  withdrawn. 

Members  of  the  Ways  and  Means  Trade  Subcommittee  may  recall  that  as  a 
means  of  expressing  U.S.  discontent  with  Soviet  human  rights  and  other  policies, 
the  U.S.  government  years  ago  shut  off  the  export  of  Caterpillar  ditch  diggers  and 
related  equipment  to  be  used  by  the  Soviet  Union  in  constructing  the  trans-Siberian 
natural  gas  pipeline.   The  Soviets  simply  switched  suppliers  from  the  Caterpillar 
Company  to  its  major  global  competitor,  the  Japanese  Komatsu  company.  The 
pipeline  was  built.  Objectionable  Soviet  policies  were  not  alTected.   Komatsu  gained 
the  Soviet  market.   It  still  has  it,  and  Caterpillar  has  been  unable  to  regain  its  earlier 
dominant  position  in  the  former  .Soviet  Union.   Many  thousands  of  U.S.  jobs  as  a 
consequence  have  been  lost. 

There  are  a  large  number  of  other  ECAT  member  companies  with 
substantial  business  in  China.  Some  export  large  quantities  of  industrial  and  farm 
products  that  easily  could  be  lost  to  foreign  competition  should  MFN  be  withdrawn. 
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My  purpose  here  is  not  to  catalogue  the  economic  losses  that  our  members 
and  thousands  of  other  U.S.  companies  would  experience  were  MFN  to  be 
withdrawn,  but  to  simply  illustrate  that  there  are  substantial  economic  costs 
involved  for  the  United  States.  As  in  the  Caterpillar  case,  the  economic  costs  will  be 
long  term  to  the  United  States.  The  brnefits,  however,  will  go  to  our  foreign 
competition,  and  it  is  difficult  to  conceive  hovr  there  would  be  any  consequent 
improvement  in  China's  human  rights  and  other  policies  absent  a  U.S.  presence. 

We  in  the  business  community  appreciate  the  rhetoric  in  the  Congress  and 
the  Administration  about  the  need  to  improve  U.S.  competitiveness  in  the  global 
market  place.  We  are  often  dismayed,  however,  at  proposed  actions  whose  effect 
would  be  to  limit  the  ability  of  U.S.  firms  to  compete.  American  business  is  hard  at 
work  in  meeting  and  besting  global  economic  challenges.  We  need  the  cooperation 
of  our  government  in  our  effort.   Denying  us  the  opportunity  to  play  a  meaningful 
role  in  competing  for  the  enormous  business  opportunities  in  China  will  very  much 
redound  to  the  disadvantage  of  the  United  Stales  and  its  role  in  the  world.  It  will 
also  deny  prospective  millions  of  Chinese  the  hope  for  a  better  way  to  live. 

There  is  an  intensifying  scramble  for  markets  throughout  the  world.  The 
United  States  is  in  no  position  to  ignore  foreign  market  opportunities.   No  other 
government  or  foreign  business  community  does.   No  other  government  is  proposing 
to  deny  MFN  trade  status  for  China.   It  is  difficult  to  contemplate  any  other 
government  even  considering  doing  so.  They  are  rather  heavily  engaged  in 
providing  a  variety  of  assists  to  the  global  competitiveness  of  their  firms  in  the 
recognition  that  their  countries  otherwise  might  be  relegated  to  a  back  seat  in  the 
emerging  global  economy. 

So  as  not  to  sound  too  negative,    we  also  want  to  express  our  pleasure  that 
President  Clinton  has  removed  issues  of  trade  policy  and  weapons  proliferation  as 
conditions  for  the  grant  of  MFN  for  China.  This  is  most  appropriate.  These  issues 
are  better  and  more  appropriately  handled  under  U.S.  and  international  trade  and 
weapons  proliferation  statutes  and  measures. 

We  hope  that  the  President  a  year  from  now  w  ill  also  see  fit  to  remove 
human  rights  conditions  from  the  China  MFN  debate.    These  rights  are  far  better 
advanced  through  trade  and  other  business  interactions  between  the  United  States 
and  China  and,  most  importantly,  Ihroiigh  continuing  public  pressure  on  the 
government  of  China  by  (he  United  States  and  by  other  governments. 

One  has  only  to  look  to  the  coastal  provinces  of  China  where  most  of  the 
economic  growth  is  to  see  how  (he  economic,  social,  and  political  welfare  of  China  is 
being  advanced.  These  are  the  areas  where  China's  fu(ure  leaders  will  likely  come 
from  —  leaders  who  have  personal  experience  and  knowledge  of  (he  vas(  benefi(s  of 
a  growing  endepreiieurial  society. 

We  hope  that  China's  lenders  w  ill  take  steps  that  will  substaiUially  improve 
the  human  rights  of  China's  citizens  in  the  months  and  years  ahead. 

We  also  hope  that  the  iiiicrrlaiiily  created  by  President  Clinton's  conditional 
grant  of  MFN  will  not  subslantinlly  deter  U.S.  business  with  China  in  the  year 
ahead.   It  is  not  unreasonable  to  expect  American  businessmen  to  be  reluctant  or 
unwilling  to  invest  funds  and  effort  into  building  or  expanding  business  relations 
with  China  in  light  of  (he  prospect  that  MFN  might  be  withdrawn  a  year  from  now. 
Uncer(ain(y  dampens  economic  activity. 

The  business  comniuiii(y  is  dismayed  wi(h  the  increasing  use  of  trade  as  an 
instrument  to  be  used  in  the  search  for  a((aiiiment  of  unrelated  societal  objecdves. 
The  issue  we  are  discussing  here  (oday,  using  (he  (lirea(  of  revoking  MFN  for  China 
as  (he  means  for  pressing  China  (o  insdtute  human  rights  reforms,  is  but  one 
manifestation  of  our  concern. 
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V/e  are  also  concerned  with  the  use  of  restrictions  on  U.S.  exports  to  try  to 
force  modifications  in  the  behavior  of  foreign  government.  Such  unilateral  actions, 
however,  always  fail.  Foreign  governments  don't  change  their  behavior.  They 
simply  switch  their  business  to  our  foreign  competitors.   Foreigners  gain  and  the 
U.S.  business  community  and  their  employees  lose. 

Current  moves  to  use  trade  sanctions  if  Mexicans  and  Canadians  don't  meet 
NAFTA  environmental  and  worker  rights  objectives  are  further  illustrations  of  the 
increasing  use  by  the  United  States  of  trade  denial  as  a  sanction  for  the  achievement 
of  U.S.  societal  objectives.  Such  moves  are  surely  not  going  to  get  the  U.S.  economy 
moving  upwards  as  desired  by  President  Clinton  and  the  rest  of  us. 
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BUSINESS  COALITION 
FOR  U.S.-CHINA  TRADE 


May  12,  1993 


The  Honorable  Bill  Clinton 

The  White  House 

Washington,  D.C.    20500  '  ; 

Dear  Mr.  President: 

The  undersigned  companies,  associations,  agricultural  organizations  and 
consumer  groups  support  your  efforts  to  put  forward  a  sustainable,  workable  China  policy  that 
advances  U.S.  objectives  in  China  without  threatening  the  overall  U.S. -China  relationship. 
We  must  not  isolate  China  as  we  seek  to  advance  the  forces  of  democracy  and  economic 
reform.   Accordingly,  we  believe  that  an  essential  component  of  U.S.  policy  must  be  the 
renewal  of  China's  most-favored-nation  (MFN)  trade  status  without  conditions,  whether 
imposed  by  legislative  or  administrative  action. 

We  agree  with  you  that  the  Chinese  must  continue  to  make  progress  in  the  areas 
of  human  rights,  arms  proliferation  and  trade  reform.   Your  strong  leadership,  coupled  with 
the  carefully  targeted  use  of  diplomatic  tools,  trade  laws  and  multilateral  institutions,  will  be 
more  effective  than  the  annual  fight  in  Congress  over  the  renewal  of  MFN  for  China.   The 
persistent  threat  of  MFN  withdrawal  does  little  more  than  create  an  unstable  and  excessively 
risky  environment  for  U.S.  companies  considering  trade  and  investment  in  China,  and  leaves 
China's  booming  economy  to  our  competitors.  We  in  the  business  community  also  believe 
that  our  continued  commercial  interaction  fuels  positive  elements  for  change  in  Chinese 
society.  The  expansion  of  trade  and  free  market  reforms  has  strengthened  the  pro-democratic 
forces  in  China  and  advanced  U.S.  interests. 

Mr.  President,  we  believe  that  U.S.  access  to  the  rapidly  expanding  China 
market  also  is  critical  to  helping  America  achieve  your  goals  of  restoring  growth  in  the 
economy,  creating  jobs  and  increasing  our  global  competitiveness.  We  represent  companies 
that  exported  products  to  China  worth  nearly  $7.5  billion  in  1992,  and  that  employ  an 
estimated  157,000  American  workers  producing  those  goods.  We  represent  the  aerospace 
industry  which  exported  products  to  China  worth  over  $2  billion  in  1992,  and  which  expects 
China  to  purchase  approximately  S40  billion  in  new  aircraft  over  the  next  twenty  years.   We 
represent  the  farmers  whose  largest  market  for  wheat  is  China.  We  represent  importers  that 
supply  many  of  the  low-cost  products  that  are  necessities  to  low-  and  middle-income 
consumers  in  America.   We  represent  consumers  who  would  pay  an  estimated  $16  billion 
more  if  MFN  is  not  preserved.   America's  economic  stake  in  maintaining  trade  relations  with 
China  is  high. 
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Withdrawing  or  placing  fiirther  conditions  on  MFN  could  terminate  the  large 
potential  benefits  of  the  trading  relationship,  lead  the  Chinese  to  engage  in  retaliatory  actions 
that  would  harm  U.S.  exporters,  farmers,  laborers  and  consumers,  and  set  back  political  and 
economic  reform.   The  likely  victims  of  the  revocation  of  MFN  would  be  the  market-oriented, 
pro-Western  entrepreneurs  in  Southern  China. 

We  look  forward  to  continuing  to  work  with  your  Administration  in  formulating 
a  U.S. -China  policy  that  advances  U.S.  objectives  both  at  home  and  abroad. 


Sincerely, 

ABB  Inc. 

A&C  Trade  Consultants,  Inc. 

AM  General  Corporation 

ATC  International,  Inc. 

ATSCO  Footwear,  Inc. 

AT&T  Inc. 

Abbott  Laboratories 

Aerospace  Industries  Association 

Air  Link  (USA)  Inc. 

Air  Products  &  Chemicals,  Inc. 

Albany  International  Corporation 

AlliedSignal  Inc. 

Aluminum  Company  of  America 

American  Association  of  Exporters  & 

Importers 
American  Automobile  Manufacturers 

Association  (AAMA) 
American  Business  Conference 
American  Cyanamid  Company 
American  Express  Company 
American  Forest  &  Paper  Association 
American  International  Group,  Inc. 
American  League  for  Exports  and  Security 

Assistance  Inc. 
American  Media  International 
American  Pacific  Enterprises,  Inc. 
American  President  Lines,  Ltd. 
American  Seed  Trade  Association 
Amgen  Inc. 

Amicale  Industries,  Inc. 
Amoco  Corporation 
Amtech  Corporation 
Angel-etts  of  California 
Applause  Inc. 


Archer  Daniels  Midland  Company 

Arthur  Andersen  &  Co. 

Ascom  Timeplex,  Inc. 

Associated  Merchandising  Corporation 

BBC  International  Ltd. 

BP  America  Inc. 

Baker  Hughes,  Inc. 

The  Barich  Group,  Inc. 

Baroid  Corporation 

D.B.  Berelson  &  Company 

Best  Products  Company,  Inc. 

The  Blackstone  Group 

The  Boeing  Company 

Borg- Warner  Automotive 

Bright  Star  Products  Ltd. 

Bristol-Myers  Squibb  Company 

The  Bruce  Company 

The  Business  Roundtable 

Business  Week  China 

The  Butler  Group 

Buxton  Co. 

C&J  Clark  Retail 

CMS  Imports  Inc. 

CSX  Corporation 

CTC  International 

Caltex  Petroleum  Corporation 

Cameo  Drilling  Group 

Capital  Machines  International  Corporation 

Cardinal  Surveys  Company 

Cargill,  Incorporated 

Carvax  Corporation 

Caterpillar  Inc. 


114 


Central  Purchasing  Inc. 

The  Chase  Manhattan  Bank,  N.A. 

Cherry  Stix  Ltd. 

Chevron  Corporation 

China  Human  Resources  Group 

China  Products  North  America 

China  Pyrotechnics,  Inc. 

Chrysler  Corporation 

Citicorp/Citibank,  NA 

The  Coca-Cola  Company 

Colorworks 

Computalog  Wireline  Products,  Inc. 

Computer  &  Business  Equipment 

Manufacturers  Association 
Computer  &  Communications  Industry 

Association 
ConAgra,  Inc. 

Concord-Nuexco  International  Corporation 
Conimex  Inc. 

Consumers  for  World  Trade 
Continental  Grain  Company  * 

Control  Data  Systems,  Inc. 
Coopers  &  Lybrand 
Crate  &  Barrel 
Crossroads  International  Inc. 
Cycom  International  Corporation 

Dana  Corporation 
Dayton  Hudson  Corporation 
Deere  &  Company 
Delphi  International  Group 
The  Dexter  Corporation 
Digital  Equipment  Corporation 
Di  mango  Products  Corporation 
The  Dow  Chemiccd  Company 
Dresser  Industries,  Inc. 
E.I.  du  Pont  de  Nemours  &  Co. 
Duracell  International  Inc. 
Dynasty  Footwear 

EEI,  Inc. 

EG  &  G,  Inc. 

E.S.  Originals 

Eastman  Kodak  Company 

Eaton  Corporation 


Edison  Brothers  Stores,  Inc. 
Electronic  Industries  Association 
Emergency  Committee  for  American 

Trade 
Endicott  Johnson 
Enterra  Corporation 
Essex  Group,  Inc. 
Evergreen  International  Aviation 
Excel  Importing  Corporation 
Exxon  Corporation 

FMC  Corporation 

Famous  Raincoat 

Federal  Paper  Board  Company,  Inc. 

Fednav  (USA)  Inc. 

The  Fertilizer  Institute 

First  National  Bank  of  Chicago 

Fisher-Price,  Inc. 

Fluor  Corporation 

The  Footwear  Distributors  and  Retailers 

of  America 
Footwear  Express  Ltd. 
Forte  Cashmere  Company,  Inc. 
Four  Star  Apparel,  Inc. 
The  Foxboro  Company 
Frequency  Electronics,  Inc. 

The  Gap,  Inc. 
General  Electric  Company 
General  Motors  Corporation 
Genesco,  Inc. 

Georgia-Pacific  Corporation 
The  Gillette  Company 
Grand  Imports,  Inc. 

HMS  Productions  Inc. 
Halliburton  Company 
Hallmark  Cards,  Inc. 
R.A.  Hanson  Company,  Inc. 
Hamischfeger  Industries,  Inc. 
HASCO  Components  International 

Corporation 
H.J.  Heinz  Company 
The  He-Ro  Group  Inc. 
Hewlett-Packard  Company 
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The  Highland  Company 
Hoechst  Celanese  Corporation 
Honeywell,  Inc. 
Hongson  International 
Hull  Corporation 
Hydril  Company 

IBM  Corporation 
IngersoU-Rand  Company 
International  Development  Planners 
International  Mass  Retail  Association 
International  Trade  Services 
InterPacific  Tours  International 
Island  Property  Investment  Corporation 

JMS  Mfg.  Corp. 
Johnson  &  Johnson 

Kabi  Pharmacia  Hepar,  Inc. 

Kamsky  Associates,  Inc. 

Kellogg  Company 

J.  Kinderman  &  Sons,  Inc. 

Kinney  Shoe  Corporation 

Julius  Klugmann  International  Corporation 

Kmart  Corporation 

The  Kobacker  Company 

K-Swiss 

L.A.  Gear,  Inc. 

UO,  Inc. 

LTV  Energy  Products  Company 

Laird  Ltd.,  Inc. 

Leather  Apparel  Association  Inc. 

Leon  Cohen  Company 

The  Limited,  Inc. 

Liz  Claiborne,  Inc. 

Lone  Star  Steel 

Loumel,  Inc. 

MD/TOTCO 

MG  Trading  &  Development 
M.  Hidary  &Co.,  Inc. 
M-I  Drilling  Fluids  Co. 
M.W.  International,  Inc. 
M.Y.  Accessories  Ltd. 


The  Mackle  Company,  Inc. 

Mangelsen's 

Marquesa  International  Corporation 

Mattel,  Inc. 

May  Department  Stores,  Co. 

McDermott  International,  Inc. 

McDonnell  Douglas  Corporation 

The  McDown  Co.  Inc. 

Med-Tech  International 

Meldisco 

Merck  &  Co.,  Inc. 

Mercury  International 

Mercury  Marine 

Merry-Go-Round  Ent.  Inc. 

Middle  East  Rug  Corporation 

Midwest  Importers  of  Cannon  Falls 

Mine  Safety  Appliances  Company 

Monarch  Import  Company 

Monsanto  Company 

Montgomery  Ward  &  Co. ,  Inc. 

Morgan  Stanley  Group  Inc. 

Motorola  Inc. 

NCR  Corporation 

Nalco  Chemical  Company 

National  Association  of  Manufacturers 

National  Association  of  Stevedores 

National  Barley  Growers  Association 

National  Foreign  Trade  Council 

National  Grain  and  Feed  Association 

National  Grange 

National  Oilseed  Processors  Association 

National-Oilwell 

National  Retail  Federation 

National  Wheat  Growers  Association 

Nature's  Farm  Products,  Inc. 

New  China  Group,  Inc. 

Nike,  Inc. 

Nirock  International  Inc. 

Norris/A  Dover  Resources  Co. 

North  American  Export  Grain  Association 

Northern  Telecom  Inc. 

Olem  Shoe  Corporation 
Olympia  Industrial,  Inc. 
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Orient  Express  Trading  Company 

PPG  Industries,  Inc. 

Pace  Enterprises 

Pacific  Trade  Institute,  Inc. 

Pagoda  Trading  Company 

Payless  ShoeSource 

I.e.  Penney  Company,  Inc. 

PepsiCo,  Inc. 

Perseco  System  Services 

Petreco  Division  of  Petrolite 

Petroleum  Equipment  Suppliers 

Association 
Pfizer  Inc. 

Pharmaceutical  Manufacturers  Association 
Phillips  Petroleum  Company 
Phosphate  Chemicals  Export 

Association,  Inc. 
Pic  'n  Pay  Stores 
Polaroid  Corporation 
The  Port  Authority  of  New  York 

&  New  Jersey 
Portman  Properties 
Praxair,  Inc. 
Price  Brothers  Company 
Price  Waterhouse 
Procter  &  Gamble  Company 
Pro  Trade  Group 
Pulse  Engineering,  Inc. 


Schenkers  International  Forwarders,  Inc. 

Scientific  Design  Company,  Inc. 

Scope  Imports  Inc. 

Sea  Express,  Inc. 

Joseph  E.  Seagram  &  Sons,  Inc. 

Seagull  International  Inc. 

Sea-Land  Service,  Inc. 

Sears,  Roebuck  and  Co. 

Seawind  International 

S.  Shamash  &  Sons,  Inc. 

Shoe-Town,  Inc. 

Sino-American  Axess  Corporation 

SmithKline  Beecham  Pharmaceuticals 

J.  B.  Smith  Mfg. 

Solon  Automated  Services,  Inc. 

Spectra  Merchandising  International,  Inc. 

Spiegel,  Inc. 

Sprint  International 

Sterling  Drug,  Inc. 

Stewart  &  Stevenson  Services,  Inc. 

Stockham  Valves  &  Fittings 

Stride  Rite  Corporation 

Stuart  Engineering  and  Management 

Consultants 
Sun  Microsystems,  Inc. 
Sundstrand  Corporation 
Sunnen  Products  Company 
SunSoft  Corporation 
Syntex  Corporation 


Rayjen  International  Corporation 

Raytheon  Company 

Retail  Merchants  Assn.  of  Houston 

Riggs  Tool  Company  Inc. 

Robbins  &  Myers,  Inc. 

Stanley  Roberts,  Inc. 

Rockwell  International  Corporation 

Rohm  &  Haas  Company 

Ross  Engineering  Corporation 

S.  Rothschild  &  Co.  Inc. 

SGS  North  America  Inc. 

SPM 

Samsonite  Corporation 

Sara  Lee  Corporation 


TEST,  Inc. 

TIW  Corporation 

TRW  Inc. 

Tasco 

Tendler  Beretz  Associates  Ltd. 

Texaco  Inc. 

13D  Research,  Inc. 

Thomson  Consumer  Electronics 

3M  Company 

Tienshan,  Inc. 

Total  Energy  Services 

Toy  Manufacturers  of  America,  Inc. 

Tradehome  Shoe  Stores,  Inc. 

Trans-Ocean  Import  Co.,  Inc. 

Trinova  Corporation 
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us  Chamber  of  Commerce 

US-China  Industrial  Exchange 

USX  Engineers  &  Consultants 

Unicover  Corporation 

Union  Camp  Corporation 

Union  Carbide  Asia  Ltd. 

Union  Supply  Co. 

Union  Wire  Rope 

Uniroyal  Chemical  Company,  Inc. 

United  States  Association  of  Importers  of 

Textiles  and  Apparel 
United  States-China  Business  Council 
United  States  Council  for  International 

Business 
United  States  Shoe  Corporation 
United  Technologies  Corporation 
The  Upjohn  Company 

Varco  International 

Howard  Wagman  Company,  Inc. 
Wagstaff,  Inc. 
Wamaco 

Warner-Lambert  Company 
Weatherford  International 
Western  Atlas  International 
Westinghouse  Electric  Corporation 
Westvaco  Corporation 
Weyerhaeuser  Company 
Tom  Wheatley  Valve  Company 
Wilson  Industries,  Inc. 
Wilsons  the  Leather  Experts 
Wire  Rope  Corp.  of  America 
Wm.  Wrigley  Jr.  Company 
The  World  Trade  Association  of  San 
Diego 

Xerox  Corporation 
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Chairman  Gibbons.  Mr.  Morris. 

STATEMENT  OF  RJi.  MORRIS,  SENIOR  POLICY  DIRECTOR  FOR 
INTERNATIONAL  TRADE,  NATIONAL  ASSOCIATION  OF  MANU- 
FACTURERS 

Mr.  Morris.  Thank  you,  Mr.  Chairman.  Thank  you  for  this  op- 
portunity to  testify.  The  NAM  is  grateful  for  it. 

The  National  Association  of  Manufacturers  believe  that  President 
Clinton  made  the  right  decision  on  MFN  for  China.  There  are  as- 
pects of  the  decision  that  we  find  troubling,  but  it  is  still  perhaps 
the  best  formula  the  administration  could  have  put  forward  at  this 
time. 

We  welcome  it  because  it  is  responsive  to  all  the  relevant  ques- 
tions including  the  critical  question  of  U.S.  competitiveness.  We 
congratulate  both  the  President  and  those  in  Congress  who  helped 
to  put  us  on  this  new  course  with  China. 

In  view  of  Representative  Solomon's  resolution  of  disapproval. 
Congress  will  have  a  chance  to  vote  on  what  the  President  has 
done.  We  urge  the  committee  and  the  Congress  to  reject  the  resolu- 
tion and  to  firmly  and  clearly  endorse  the  course  that  the  President 

rl3.S  sot/ 

To  state  the  obvious,  the  President's  decision  is  about  granting 
most-favored-nation  treatment  to  China.  MFN  is  simply  normal 
trade.  In  effect,  it  is  the  commercial  equivalent  of  diplomatic  rec- 
ognition. It  may  not  be  a  great  favor  to  extend  it,  but  it  is  surely 
a  serious  act  to  deny  it.  The  most  obvious  benefit  of  the  President  s 
decision  is  that  it  allows  American  firms  to  continue  to  trade  with 
China,  one  of  our  fastest  growing  export  markets,  under  relatively 
normal  conditions  at  least  for  another  vear. 

By  itself  this  is  a  very  marginal  benefit.  Contrary  to  popular 
myth,  even  American  business  is  built  on  long-term  relationships 
and  long-term  commitments.  It  thrives  in  stable  political  environ- 
ments, but  oflen  hesitates  or  stumbles  in  the  face  of  serious  uncer- 
tainty. T    J  i. 

In  recent  years,  the  Jackson-Vanik  waiver  process  as  applied  to 
China  has  created  an  atmosphere  of  doubt.  It  has  been  a  factor  in 
virtually  every  decision  American  companies  have  made  regarding 
opportunities  in  China.  That  same  level  of  uncertainty  in  almost 
any  other  market  I  suspect  would  have  quashed  most  made-in- 
America  commercial  ventures. 

China,  though,  is  too  important,  and  American  firms  have  gone 
ahead  and  taken  great  risks  for  the  sake  of  the  future  of  their  com- 
panies in  that  market.  The  problems  of  the  decision  lie  not  in  what 
the  President  did,  but  in  the  law.  The  Jackson-Vanik  amendment 
was  drafted  for  an  earlier  purpose  at  an  earlier  time. 

Created  to  deal  with  the  plight  of  Jews  in  the  former  Soviet 
Union,  it  is  an  anachronism  in  a  world  where  there  is  no  Soviet 
Union  and  an  oddity  when  the  main  target  is  China. 

This  week's  press  reports  remind  us  that  we  have  more  problems 
today  with  illegal  immigrants  from  China  here  than  with  emigra- 
tion restrictions  there.  Against  this  background,  it  seems  strange 
that  we  will  have  another  crisis  next  year  over  the  question  of 
whether  China  is  allowing  enough  people  to  leave.  But  the  current 
law  and  the  President's  Executive  order  assure  just  such  a  develop- 
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ment.  That  is  regrettable.  So  too  is  the  fact  that  the  order  effec- 
tivelv  expands  the  scope  of  the  amendment. 

NAM  believes  the  Jackson-Vanik  amendment  should  be  repealed 
Our  principal  reasons  for  objecting  to  human  rights  language  of  the 
Executive  order  are,  first,  that  United  States  trade  with  China  pro- 
motes human  rights.  The  very  last  thing  one  should  do  in  the  name 
of  human  rights  in  China  is  interrupt  commerce  between  the  Unit- 
ed States  and  China. 

Second,  the  current  process  assumes— and  this  too  is  a  dan- 
gerous anachronism— that  our  two-way  trade  benefits  only  China 
This  IS  a  mistake  and  so  is  the  notion  that  all  of  the  leverage  in 
the  relationship  is  ours. 

Over  the  last  few  weeks,  we  have  heard  from  a  number  of  compa- 
nies on  the  subject  of  China.  In  almost  every  case,  our  members 
were  saying:  China  matters.  On  May  20,  for  example,  John  Peebles 
of  Cincinnati  Milacron  Co.  in  Ohio  left  this  message  on  the  NAM 
China  hot  line: 

Loss  of  the  China  market  would  be  a  devastating  blow  to  our  company 

I  would  calculate  that  that  would  mean  a  loss  of  at  least  400  to  500  jobs  in  our 

company  which  would  mean  a  further  loss  of  1500  to  2000  jobs  in  those  companies 

which  are  our  suppliers. 

His  message  was  a  useful  remainder  of  the  meaning  of  a  global 
economy.  This  is  that  for  most  major  U.S.  industries,  the  U.S.  mar- 
ket alone  is  no  longer  an  adequate  base  of  orders  or  jobs.  They 
must  be  able  to  compete  unfettered  internationally.  Certainly  they 
cannot  afford  to  be  shut  out  of  the  world's  third  largest  economy 

The  argument  of  this  testimony  is  not  that  the  United  States 
should  Ignore  problems  in  China.  To  the  contrary,  it  is  that  we 
should  understand  just  how  formidable  those  challenges  are  and 
honestly  accept  our  own  strengths  and  weaknesses.  In  the  trade 
area  alone,  there  are  two  major  challenges. 

One,  insuring  that  the  Chinese  fully  live  up  to  the  1992  memo- 
randum of  understanding;  and  two,  bringing  the  GATT  accession 
negotiations  to  a  successful  conclusion.  Neither  will  be  easy;  both 
are  critical.  Because  the  United  States  cannot  and  should  not'allow 
a  persistent  disparity  in  the  trading  relationship,  it  may  be  nec- 
essary to  use  the  economic  leverage  we  do  have  to  bring  about  im- 
provements in  this  area. 

In  general,  however,  economic  tools  are  best  confined  to  economic 
disputes.  If  we  abandon  that  simple  discipline,  we  will  almost  cer- 
tainly do  ourselves  great  damage  in  the  future.  That  is  the  fear  of 
members  of  the  NAM. 

Thank  you  again  for  the  opportunity  to  appear. 

Chairman  Gibbons.  Thank  you. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF 

R.  K.  MORRIS 

SENIOR  POLICY  DIRECTOR  FOR  INTERNATIONAL  TRADE 

NATIONAL  ASSOCIATION  OF  MANUFACTURERS 

ON 

U.S.  TRADE  WITH  CHINA 

AND  THE 

1993  MOST-FAVORED-NATION  (MFN)  DECISION 

BEFORE  THE 

SUBCOMMITTEE  ON  TRADE 

OF  THE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  DC 
JUNE  8,  1993 


Mr.  Chairman,  Members  of  the  Subcommittee,  my  name  is  R.  K.  Morris,  and  I  am  the 
Senior  Policy  Director  for  International  Trade  at  the  National  Association  of  Manufacturers 
(NAM).  Founded  in  1895,  the  NAM  is  America's  oldest,  broad-based,  national  trade 
association.  Its  more  than  12,000  member  companies  account  for  approximately  80  percent  of 
U.S.  manufacturing  output  and  jobs. 

In  1992,  Mr.  Chairman,  78  percent  of  U.S.  merchandise  exports  and  81  percent  of  U.S. 
imports  were  manufactured  goods.  No  sector  of  our  economy  is  more  involved  in  international 
trade  than  manufacturing,  and  no  sector  has  more  at  stake  in  trade  policy  decisions  that  are  made 
by  this  Committee  and  elsewhere  in  government.  This  general  comment  applies  with  special 
force  to  decisions  affecting  our  current  and  future  commercial  relations  with  China.  For  that 
reason,  we  are  especially  grateful  to  you,  Mr.  Chairman,  for  holding  these  hearings  and  for 
giving  us  chance  to  explain  our  views  to  you  and  your  colleagues. 
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MFN  FDR  CHINA:  THE  PRESIDENT'S  DECISION 

The  NAM  believes  that  President  Clinton  made  the  right  decision  on  May  28  when  he 
announced  that  China  would  be  granted  a  waiver  under  the  Jackson- Vanik  provisions  of  the  1974 
Trade  Act  for  another  year.  This  is  not  to  say  that  the  NAM  or  American  manufacturers  are 
fully  satisfied  with  the  President's  decision.  To  the  contrary,  there  are  aspects  of  it  which  we 
find  worrisome. 

In  our  judgment,  however,  it  was  perhaps  the  best  decision  that  any  Administration  could 
have  put  forward  at  this  time.  We  welcome  it,  because  it  is  responsive  to  all  the  relevant 
questions,  including  the  critical  question  of  American  competitiveness.  We  congratulate  both 
the  President  and  those  in  Congress  who  helped  set  us  on  this  new  course  in  our  relations  with 
the  People's  Republic  of  China. 

"No"  On  Resolution  to  Disapprove.  If  a  resolution  disapproving  the  President's  order 
is  offered.  Congress  will  have  a  chance  to  vote  on  what  he  has  done.  We  urge  the  Committee 
and  the  Congress  to  reject  any  such  resolution  and  to  firmly  and  clearly  endorse  the  course  the 
President  has  set. 

Comment  on  MFN.  To  state  the  obvious,  the  President's  decision  is  about  the  granting 
of  most-favored-nation  trade  treatment  (MFN)  to  China.  Before  discussing  the  strengths  and 
shortcomings  of  that  decision,  it  is  important  to  say  what  MFN  is.  MFN,  which  is  the  first 
principle  of  the  GATT  (the  General  Agreement  on  Tariffs  and  Trade),  is  perhaps  best  thought 
of  simply  as  normal  trade.  All  but  a  very  few  countries  —  such  as  Cuba  and  Vietnam  -  have 
an  MFN  trading  relationship  with  the  United  States,  and  we  enjoy  the  same  with  them.  It  is 
not  a  special  favor  or  grant  of  unreciprocated  privilege,  though  it  is  sometimes  characterized 
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that  way.  It  does  not  even  describe  the  most  preferential  trading  relationships.  Canada  and 
Israel,  with  which  we  have  free  trade  agreements,  both  have  better  access  to  our  markets  than 
do  other  MFN  countries;  so  do  those  nations,  like  Mexico,  that  benefit  from  the  Generalized 
System  of  Preferences.  In  effect,  MFN  is  the  commercial  equivalent  of  diplomatic  recognition. 
It  may  not  be  a  great  favor  to  extend  it,  but  it  is  surely  a  serious  act  to  deny  it. 

As  the  press  release  for  this  hearing  reminded  us,  the  United  States  and  China  have 
granted  each  other  MFN  trade  treatment  since  1980  under  the  terms  of  a  trade  agreement 
between  our  two  countries  that  was  signed  the  previous  year.  It  is  worth  remembering  that  if 
the  United  States  should  deny  MFN  to  China  it  will  in  essence  be  renouncing  that  agreement. 

BeneHts  of  the  MFN  Decision.  China  is  one  of  America's  fastest  growing  export 
markets.  The  most  obvious  benefit  of  the  President's  decision  is  that  it  allows  American  firms 
to  continue  to  trade  with  China  under  relatively  normal  conditions  at  least  for  another  year. 

By  itself,  though,  this  is  a  marginal  benefit.  The  truth  is  that,  contrary  to  popular  myth, 
even  American  business  is  built  on  long-term  relationships  and  long-term  commitments.  It 
thrives  in  stable  political  environments  but  often  hesitates  or  stumbles  in  the  face  of  serious 
political  risk. 

In  recent  years,  the  Jackson- Vanik  waiver  process  as  applied  to  China  has  created  an 
atmosphere  of  doubt  about  the  future  of  America's  long-term  relationship  with  China.  Jackson- 
Vanik  has  been  a  source  of  political  risk,  generated  here,  and  it  has  been  a  factor  in  virtually 
every  business  decision  American  companies  make  regarding  opportunities  in  China.  The  same 
level  of  uncertainty  in  almost  any  other  market  would,  I  suspect,  have  quashed  most  made-in- 
America  commercial  ventures.  China  though  is  simply  too  important,  and  American  firms  have 
gone  ahead  and  taken  great  risks  for  the  future  of  that  market. 
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The  need  to  make  a  politically  charged  decision  about  the  future  of  U.S. -China  relations 
every  spring  means  an  annual  crisis  for  business  people  as  well  as  diplomats.  The  President's 
May  28  announcement  suggests  the  possibility  that,  in  time,  American  policy-makers  may  move 
away  from  this  pattern.   We  hope  this  will  prove  to  be  the  case. 

For  example,  the  President's  decision  to  deal  with  the  serious  questions  of  missile 
proliferation  and  market  access  through  other  legal  and  diplomatic  instruments  is  a  step  in  this 
positive  direction.  It  takes  important  straws  off  of  the  camel's  back  of  MFN,  and  for  that  reason 
we  welcome  it.  It  should  go  without  saying  that  the  NAM  would  strongly  object  to  expanding 
the  criteria  for  MFN  as  some  have  suggested  should  be  done. 

Concenis  About  the  President's  Decision.  As  I  mentioned  earlier,  there  are  problems 
with  the  President's  decision.  The  principal  difficulty,  however,  lies  not  in  what  the  President 
decided  but  in  the  law. 

Emigration.  The  Jackson- Vanik  Amendment  was  drafted  for  an  earlier  purpose  at  an 
earlier  time.  Created  to  deal  with  the  plight  of  Jews  in  the  former  Soviet  Union,  it  is  an 
anachronism  in  a  worid  where  there  is  no  Soviet  Union  and  an  oddity  when  the  main  target  is 
China. 

In  the  formal  language  of  the  President's  report  to  Congress: 

The  principal  restraint  on  increased  emigration  [from  China]  continues  to  be  the 
capacity  and  willingness  of  other  nations  to  absorb  Chinese  immigrants,  not 
Chinese  policy. 

Yesterday's  headlines  and  press  accounts  illustrated  the  thought  poignantly: 

ONE  FAILED  VOYAGE  ILLUSTRATES  FLOW  OF  CHINESE  IMMIGRATION 
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The  freighter  that  ran  aground  on  Rockaway  Beach,  Queens,  yesterday 
[June  6,  1993]  was  part  of  a  recent  surge  of  illegal  Chinese  immigrants  who  have 
made  their  way  to  Hawaii,  California,  Guatemala,  Florida  and  now,  for  what  is 
believed  to  be  the  first  time  by  boat,  to  the  shores  of  New  York. 
The  New  York  Times.  June  7,  1993 


The  likelihood  is  that  the  U.S.  authorities  will  determine  that  these  are  illegal  immigrants  and 
deport  them. 

Against  this  background,  it  seems  strange  that  we  will  have  another  crisis  next  year  over 
the  question  of  whether  China  is  allowing  enough  people  to  leave,  but  current  law  and  the 
President's  executive  order  essentially  assure  just  such  a  development. 

That  is  regrettable;  so  too  is  the  fact  that  the  executive  order  effectively  expands  the 
scope  of  the  Jackson-Vanik  Amendment  by  referring  to  a  range  of  other  concerns,  from  the 
treatment  of  prisoners  to  the  status  of  Tibet.  The  NAM  believes  that  this  aspect  of  the 
President's  executive  order,  while  perhaps  a  political  necessity,  is  nevertheless 
counterproductive.  We  hope  that,  in  time,  the  President  and  the  Congress  will  move  in  a 
different  direction.  The  NAM's  view,  which  we  have  stated  previously  before  this  Committee, 
is  that  the  Jackson-Vanik  Amendment  should  be  repealed. 

TRADE  AND  HUMAN  RIGHTS 

Our  reasons  for  objecting  to  the  human  rights  language  of  the  executive  order  are  these: 

First  and  foremost,  the  NAM  believes  that  U.S.  trade  with  China  promotes  human 
rights,  as  does  economic  expansion  generally.  Further,  in  our  view,  constant  contact  with 
American  firms  and  American  institutions  has  an  even  greater  impact  in  China  than  comparable 
relations  with  other  non-Chinese  entities  for  the  simple  reason  that  American  enterprises 
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themselves  express  American  values.    Thus,  the  very  last  thing  one  should  do  in  the  name  of 
human  rights  in  China  would  be  to  interrupt  commerce  between  the  United  States  and  China. 
Second,  the  Jackson  Vanik  process  assumes  ~  and  this  too  is  a  dangerous  anachronism  - 
-  that  our  two-way  trade  benefits  only  China.  This  is  a  mistake,  and  so  is  the  notion  that  all  of 
the  leverage  in  the  relationship  is  ours.   Consider  the  following: 

•  Though  significant,  U.S.  exports  to  China  in  1992  -  valued  at  $7.5  billion  -  are 
a  small  fraction  of  what  U.S.  companies  hope  and  expect  to  sell  to  China  in  the 
coming  decade. 

•  In  some  industries  it  will  be  nearly  impossible  for  American  firms  to  be  globally 
competitive  if  they  are  not  able  to  participate  in  the  Chinese  market.  In 
aerospace,  U.S.  firms  enjoy  a  leading  position  among  the  foreign  firms  competing 
there.  In  other  sectors,  such  as  automotive  products  and  electronics,  U.S.  firms 
are  second  respectively  to  European  and  Japanese  producers. 

•  The  fact  that  China  now  exports  more  to  the  United  States  than  it  buys  fi-om  this 
country  does  not  create  significant  leverage  for  the  United  States.  Yes, 
withdrawal  of  MFN  would  pose  difficulties  for  Chinese  export  industries,  but 
there  are  two  other  factors  to  consider: 

i)  Chinese  textiles,  apparel  and  toys  are  more  easily  diverted  to  other 
markets  than  are  U.S.  jetliners,  oil  and  gas  equipment,  and 
telecommunications  systems. 

ii)  China's  ability  to  act  against  the  interests  of  U.S.  investors  has  no  parallel 
in  the  reverse.  Chinese  industry  is,  by  and  large,  not  at  a  stage  where  it 
needs  to  have  an  operating  presence  in  the  U.S.  market.  America's  larger 
companies,  however,  do  need  to  have  a  presence  in  the  Chinese  market 
if  they  are  to  be  effective  competitors  there.  Already  some  500  U.S. 
companies  have  offices  or  large  facilities  in  China. 

THE  MAl>fUFACTURING  STAKE 

I  said  that  China  is  important  to  American  industry  generally.  Over  the  last  few  weeks,  we  at 
the  NAM  have  heard  from  a  number  of  companies  on  the  subject  of  U.S.  trade  with  China.  In 
almost  every  case,  cur  members  were  saying:    China  matters.     On  May  20,  for  example, 
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John  Peebles  of  Cincinnati  Milacron  Company  in  Cincinnati,  Ohio,  left  the  following  voice  mail 
message  on  the  NAM  China  Hotline: 

I  am  vice  president  for  international  marketing.  I  would  like  to  comment 
as  to  what  China  business  means  to  our  company.  We  are  a  leading  manufacturer 
of  machine  tools  and  have  sold  on  a  worldwide  basis  for  over  one  hundred  years. 
In  the  first  quarter  of  1993,  our  new  business  in  machine  tools  in  the  international 
market  was  up  over  75  % .  Over  half  of  that  new  business  comes  from  China.  As 
a  matter  of  fact,  in  the  first  quarter,  our  new  business  from  China  was  over  20% 
of  our  total  new  business  from  machine  tools  on  a  worldwide  basis. 

It  is  obvious  that  the  China  market  is  critical.  The  loss  of  that  market 
would  be  a  devastating  blow  to  our  company.  /  would  calculate  that  that  would 
mean  a  loss  of  at  least  4-500  jobs  at  our  company,  which  would  mean  that  a 
further  loss  of  another  1500-2000  jobs  in  those  companies  which  are  our 
suppliers.     (Emphasis  added) 

This  message  is  instructive  in  several  respects.  First,  it  is  not  the  only  such  message  we 
received  from  machine  tool  builders.  The  machine  tool  industry  is  critical  to  American 
manufacturing  generally,  and  it  is  an  industry  that  has  faced  serious  challenges  from  foreign 
competition.  It  would  be  tragic  if  U.S.  policy  were  to  undercut  the  ability  of  machine  tool 
builders  to  compete  in  a  major  foreign  market. 

Second,  the  message  is  a  useful  reminder  of  the  meaning  of  a  global  economy.  This  is 
that  for  most  major  industries,  the  U.S.  market  alone  is  no  longer  an  adequate  base  of  orders 
or  jobs.  They  must  be  able  to  compete,  unfettered,  internationally.  Certainly,  they  cannot 
afford  to  be  shut  out  of  the  world's  third  largest  economy. 

Export  Support.  Indeed,  it  is  our  strong  view,  not  only  that  the  restraints  and 
uncertainties  affecting  U.S.  trade  with  China  should  be  removed,  but  that  U.S.  export  promotion 
programs  should  be  available  for  China-related  projects.  We  hope  that  the  Export  Import  Bank 
will  be  active  in  China,  as  it  now  can  be.     Unfortunately,  however,  there  are  two  other 


-7- 


127 


important  financial  government  support  mechanisms  that  are  currently  barred  from  offering 
assistance  in  China.  These  are  the  Overseas  Private  Investment  Corporation,  which  provides 
political  risk  insurance  for  American  companies,  and  the  Trade  Development  Agency  (TDA). 
TDA  provides  funds  for  the  planning  of  major  projects.  The  country  that  can  help  with  this  kind 
of  assistance  often  ends  up  with  a  fair  amount  of  the  business.  Keeping  TDA  out  of  China  is 
another  example  of  hurting  ourselves  in  the  name  of  denying  something  to  China. 

OUTLOOK:  TRADE  AND  CULTURE 

The  argument  of  this  testimony  is  not  that  the  United  States  should  ignore  problems  in  China. 
To  the  contrary,  it  is  that  we  should  understand  just  how  formidable  those  challenges  are  and 
honestly  assess  our  own  strengths  and  weaknesses. 

In  the  trade  area  alone,  there  are  two  major  challenges: 

•  Ensuring  that  the  Chinese  fully  live  up  to  the  1992  Memorandum  of 
Understanding  and  the  commitments  they  have  made  to  more  open  markets  and 
to  more  transparent  processes;  and 

•  Bringing  the  negotiations  over  China's  accession  to  the  GATT  to  a  successful 
conclusion. 

Neither  of  these  will  be  easy;  both  are  critical.  It  may  be  obvious  why  American  companies 
want  to  see  more  open  markets  in  China.  The  value  that  NAM  places  on  China  becoming  again 
a  Contracting  Party  to  the  GATT  may  be  less  so.  In  a  sense,  they  are  the  same,  for  China  will 
need  to  develop  an  even  more  open  economy  than  she  has  already  committed  to  before 
Contracting  Party  status  is  appropriate.  At  the  end  of  the  day,  however,  U.S.  firms  and  the 
United  States  itself  will  fare  better  in  dealing  with  China  when  all  parties  can  refer,  not  only  to 
bilateral  understandings,  but  also  to  the  international  disciplines  of  the  GATT. 
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Because  the  United  States  cannot  and  should  not  tolerate  persistent  disparities  in  the 
trading  relationship,  it  may  be  necessary  to  use  the  economic  leverage  we  do  have  to  bring  about 
improvements  in  this  area.  In  general,  however,  economic  tools  are  best  confmed  to  economic 
disputes.  If  we  abandon  that  simple  discipline,  we  will  almost  certainly  do  ourselves  great 
damage  in  the  future. 

This  prognosis  was  given  greater  weight  by  two  articles  that  appeared  in  The  New  York 

Times  on  Sunday  (June  6,  1993).  In  an  op-ed  page  article,  the  noted  Harvard  political  scientist, 

Samuel  P.  Huntington,  warned  that: 

World  politics  is  entering  a  new  phase  in  which  the  fundamental  sources  of  conflict  will 
be  neither  ideological  or  economic.  The  great  divisions  among  mankind  and  the 
dominating  source  of  conflict  will  be  cultural.    ... 

Civilization  identity  will  be  increasingly  important  and  the  world  will  be  shaped  in  large 
measure  by  the  interactions  among  seven  or  eight  major  civilizations.  These  include  the 
Western,  Confucian,  Japanese,  Islamic,  Hindu,  Slavic-Orthodox,  Latin  American  and 
possibly  African  civilization. 

The  front  page  article  of  the  same  paper  that  reported  increasing  disagreements  between  the 

developing  countries  and  the  industrialized  countries  over  human  rights  seemed  to  be  Exhibit  #A 

for  the  Huntington  thesis.    Writing  about  a  United  Nations  conference  this  month  on  human 

rights,  Paul  Lewis  explained: 

At  issue  is  a  contention  by  many  third  world  nations  that  Western  standards  of  justice  and 
fairness  do  not  necessarily  apply  to  other  cultures. 

These  are  large  issues,  and  they  are  the  issues  of  this  MFN  discussion.  Charles  Vanik,  a  former 

chairman  of  this  Subcommittee  and  one  of  the  authors  of  the  Jackson-Vanik  amendment  is  fond 

of  saying  that  "trade  is  the  coin  of  peace."   It  is  also  increasingly  the  glue  of  the  world.   We 

would  urge  great  caution  in  asking  it  to  bear  too  heavy  a  load. 
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As  I   have  indicated,   trade   with  China   is  important  to   thousands  of  American 

manufacturers.   In  closing,  Mr.  Chairman,  I  would  like  to  associate  myself  and  the  NAM  with 

the  ideas  that  the  president  of  Loctite  Corporation  in  Connecticut,  David  Freeman,  conveyed  to 

President  Clinton  in  his  letter  to  him  of  May  20.    Mr.  Freeman  wrote: 

We  do  not  believe  that  one  culture  can  impose  its  views  on  another  through  punitive 
trade  sanctions.  To  the  contrary,  it  is  our  experience  that  such  moral  values  are  best 
exported  slowly,  patiently  and  deliberately  through  day-to-day  contact  and  dialog.  This 
theory  has  been  tested  by  the  improved  political  climate  in  which  our  Chinese  company 
now  operates,  as  distinguished  from  that  which  prevailed  when  the  company  was  founded 
in  1987.  We  are  proud  of  our  Chinese  company  and  would  welcome  the  opportunity  to 
share  our  experience  with  you  or  members  of  your  Administration. 

Again,  Mr.  Chairman,  we  are  grateful  for  the  opportunity  you  have  given  us  to  share  our 

views  with  the  Trade  Subcommittee.   Thank  you. 
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Chairman  Gibbons.  Ms.  Nass. 

STATEMENT  OF  RONNI  NASS,  VICE  PRESffiENT  OF  PURCHAS- 
ING, ETHICAL  PRODUCTS,  INC.,  NEWARK,  N^.,  AND  CHAIR- 
WOMAN, U.S.-CHINA  TRADE  COMMITTEE,  AMERICAN  ASSO- 
CIATION OF  EXPORTERS  &  IMPORTERS 

Ms.  Nass.  Good  afternoon,  Mr.  Chairman. 

Good  morning,  Chairman  Gibbons  and  members  of  the  Trade 
Subcommittee.  My  name  is  Ronni  Nass,  and  I  am  the  vice  presi- 
dent of  purchasing  at  Ethical  Products,  Inc.  I  am  also  chairwoman 
of  the  American  Association  of  Exporters  &  Importers  U.S.-China 
Trade  Committee. 

AAEI  is  a  national  organization  comprised  of  approximately 
1,200  U.S.  company  members  who  export,  import,  distribute  and 
manufacture  a  complete  spectrum  of  products,  including  chemicals, 
electronics,  machinery,  footwear,  food,  toys,  specialty  items,  tex- 
tiles, and  apparel.  Members  also  include  many  firms  and  compa- 
nies which  serve  the  international  trade  community,  such  as  cus- 
toms brokers,  freight  forwarders,  banks,  attorneys,  insurance  firms, 
and  carriers. 

U.S.  businesses  in  these  areas  of  international  trade  will  benefit, 
either  directly  or  indirectly,  from  President  Clinton's  recent  deci- 
sion to  extend,  unconditionally,  most-favored-nation  status  for 
China  until  July  of  1994.  A  substantial  number  of  AAEI  exporters 
and  importers  are  currently  engaged  in  direct  trade  with  China, 
with  AAEI  retailer  members  sourcing  approximately  30  to  40  per- 
cent from  China.  Overall,  more  than  one-half  of  AAEI's  member- 
ship is  involved  in  trade  with  China  in  some  capacity. 

United  States-China  trade  has  grown  tremendously  in  volume 
and  complexity  since  the  United  States  first  provided  China  with 
MEN  status.  Total  trade  has  more  than  tripled  since  1981.  Total 
cumulative  U.S.  investment  in  China  is  now  over  $6  billion,  and 
China  is  one  of  our  fastest  growing  export  markets,  purchasing 
close  to  $8  billion  in  U.S.  goods  last  year. 

MEN  status  is  the  cornerstone  of  normal  commercial  trading  re- 
lationships with  countries  worldwide,  including  China,  and  is  a  key 
aspect  of  the  bilateral  trade  agreement  with  China  negotiated  in 
1979.  The  term  "most  favored  nation"  is  something  of  a  misnomer, 
suggesting  some  sort  of  privileged  trading  relationship. 

In  fact,  MEN  merely  entitles  a  U.S.  trading  partner  to  the  stand- 
ard tariff  rates  available  to  other  trade  partners  in  good  standing. 
The  United  States,  like  most  other  countries,  maintains  two  com- 
plete tariff  schedules — one  set  of  standard  rates  for  MEN  countries, 
and  a  second  set  of,  often  prohibitive,  rates  for  non-MEN  countries. 
The  tariff  differential  between  these  rate  schedules  generally 
ranges  from  10  percent  to  50  percent,  and  can  be  as  high  as  100 
percent  or  more  for  some  products,  so  that  the  loss  of  MEN  status 
can  effectively  price  a  country's  exports  to  the  United  States  out  of 
the  market. 

AAEI  strongly  supports  President  Clinton's  decision  to  renew, 
unconditionally,  China's  MEN  status  for  1993.  This  decision  will 
assure  American  companies  continued  access  for  another  year  to 
the  enormous  economic  opportunities  being  created  as  China  opens 
its  markets  to  U.S.  and  other  foreign  goods. 
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The  Chinese  market  is  already  the  world's  third  largest,  accord- 
ing to  a  recent  International  Monetary  Fund  study,  and  has  contin- 
ued to  grow  at  an  annual  rate  of  more  than  10  percent.  This  mar- 
ket is  simply  too  important  to  our  future  international  competitive- 
ness to  ignore  or  to  jeopardize  through  an  unstable  trading  rela- 
tionship. As  President  Clinton  has  recognized,  MFN  is  the  essential 
cornerstone  for  a  long-term,  stable  bilateral  relationship  with 
China,  and  what  this  makes  possible,  both  in  economic  and  foreign 
policy  realms. 

AAEI  members  share  the  President's  concerns  about  human 
rights,  trade  and  proliferation  issues  addressed  in  his  recent  Exec- 
utive order.  We  agree  that  these  are  issues  which  warrant  atten- 
tion and  further  bilateral  negotiations  between  the  United  States 
and  China.  However,  the  association  does  not  believe  that  the 
threat  of  terminating  MFN  is  an  appropriate  or  constructive  tool 
for  pursuing  these  important  U.S.  foreign  policy  objectives. 

In  this  regard,  AAEI  fully  supports  the  President's  decision  to 
disentangle  trade  and  proliferation  concerns  from  his  annual  MFN 
reviews  under  the  Jackson-Vanik  amendment.  The  United  States 
can  and  should  pursue  its  interests  in  these  areas,  but  it  is  unwise 
and  unproductive — in  our  opinion — to  put  the  entire  United  States- 
China  relationship  at  risk  in  the  process. 

AAEI  also  supports  the  President's  efforts  to  focus  attention  on 
political  and  human  rights  concerns  in  China.  However,  we  do  not 
believe  that  conditioning  China's  MFN  status  after  July  1994  on 
progress  in  selected  human  rights  areas  will  contribute  to  this  wor- 
thy objective. 

Removing  or  conditioning  MFN  is  simply  the  wrong  tool  at  the 
wrong  time  for  achieving  U.S.  objectives.  History  suggests  that  de- 
spite China's  strong  interest  in  trade  with  the  United  States,  ef- 
forts to  force  the  Chinese  leadership's  hand  through  an  embarrass- 
ing public  demand  will  be  ineffective,  and  ultimately  counter- 
productive. MFN  is  the  foundation  on  wnich  a  United  States  bilat- 
eral relationship  with  China  rests. 

Terminating  MFN  for  China  would  not  simply  result  in  higher 
tariff  rates  for  some  imported  goods;  it  would  sever  the  basic  eco- 
nomic— and,  consequently,  geopolitical — relationship  between  the 
two  countries.  It  would  also  buttress  those  in  China  who  desire  to 
see  the  People's  Republic  turn  inward  again,  away  from  ideologi- 
cally threatening  capitalist  influences.  Far  more  progress  is  likely 
through  appropriate  use  of  available  U.S.  trade  remedy  and  export 
control  laws. 

While  AAEI  supports  the  President's  human  rights  objectives,  for 
reasons  noted  above,  we  do  not  believe  conditioning  MFN  exten- 
sions— and  the  uncertainty  associated  with  annual  MFN  debates — 
helps  to  further  either  U.S.  foreign  policy  or  trade  objectives.  As  an 
association  of  companies  engaged  in  trade  with  China,  the  balance 
of  our  comments  will  focus  on  the  trade  and  economic  aspects  of 
the  debate.  This,  however,  should  not  in  any  way  be  construed  to 
suggest  lesser  interest  in  the  successful  resolution  of  U.S.  human 
rignts  concerns  in  China. 

Over  the  last  several  years,  the  benefits  of  a  more  stable  rela- 
tionship with  China  based  on  unconditional  extension  of  MFN  sta- 
tus have  become  increasingly  clear.  In  particular,  China  has  made 
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significant  good  faith  efforts  to  respond  to  U.S.  market-opening  ini- 
tiatives and  concerns  about  the  protection  of  U.S.  intellectual  prop- 
erty rights,  having  entered  memorandums  of  understanding  with 
the  United  States  on  both  last  year. 

Among  other  important  developments,  China  has  agreed  to  re- 
move high  tariffs  on  hundreds  of  U.S.  imports  and  to  increase 
transparency  with  regard  to  its  trade  operations. 

Most  recently,  AT&T  and  the  Chinese  State  Planning  Commis- 
sion have  started  a  joint  venture  involving  telephone  switching 
equipment.  AT&T  had  been  precluded  from  working  with  the  Chi- 
nese Government  in  the  past  by  a  secret  agreement  giving  a  mo- 
nopoly on  the  switching  equipment  to  Germany,  France,  and 
Japan.  The  current  joint  venture  is  a  result  of  China's  agreement 
to  open  its  markets  to  U.S.  companies. 

There  are  a  number  of  other  reasons  for  supporting  the  continu- 
ation of  unconditional  MFN  treatment  of  China.  Trade  with  China 
must  be  kept  open  to  maintain  benefits  to  U.S.  industry  of  a  bilat- 
eral economic  relationship  with  China.  Placing  conditions  on  MFN 
would  threaten  the  jobs  of  thousands  of  U.S.  workers  producing 
goods  for  exports  to  China.  Placing  conditions  on  China  MFN 
would  also  harm  American  businesses  rel3ang  on  Chinese  imports 
for  their  livelihood.  Tariffs,  which  are  at  an  average  4  to  5  percent, 
would  skyrocket  to  as  high  as  110  percent  in  some  cases,  increasing 
costs  to  American  consumers  by  billions  of  dollars. 

Loss  of  China's  MFN  status  would  also  have  both  immediate  and 
long-term  consequences  for  AAEI  members  involved  in  importing 
from  China.  In  the  short  term,  they  would  incur  significant  losses 
on  merchandise  already  contracted  for  sale  at  a  specific  price,  but 
not  yet  delivered.  If  duty  rates  increased  from  column  1  to  column 
2  levels  before  customs  clearance,  these  companies  would  be  re- 
quired to  absorb  the  increases.  The  duty  increases  could  completely 
destroy  profits  afler  consideration  of  fixed  costs,  such  as  royalties, 
sales  commissions,  and  capital  investments. 

Over  the  longer  term,  the  cost  of  delays,  lost  time,  and  unavgiil- 
ability  of  alternative  supply  could  be  even  more  damaging  to  busi- 
nesses than  duty  increases.  Many  consumer  products  imported 
from  China  are  not  available  in  the  United  States,  and  alternative 
sources  of  supplv  overseas  would  likely  be  much  more  costly  than 
Chinese  goods  oi  lesser  quality,  or  unavailable  altogether. 

With  the  long  lead  times  necessary  for  orders  in  many  industries, 
some  companies  could  easily  lose  a  whole  season,  or  even  a  whole 
year.  This  could  cause  major  economic  hardship. 

Companies  would  be  forced  to  raise  prices  on  goods,  with  con- 
sumers bearing  the  ultimate  burden.  In  most  cases,  U.S.  producers 
would  not  benefit  from  a  cut  in  supply  of  Chinese  goods  because 
of  their  inability  to  produce  competitively  priced  products.  Yet,  a 
reduction  in  supply  of  these  basic  consumer  items  would  cause  con- 
siderable hardship  for  Americans  with  limited  incomes  who  pur- 
chase basic-necessity  consumer  goods  imported  into  the  United 
States  from  China. 

Termination  of  China's  MFN  status  could  also  make  it  difficult 
for  U.S.  companies  to  obtain  products  which  are  not  easily  acces- 
sible from  other  countries,  or  as  in  the  case  of  textiles  and  apparel, 
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only  a  certain,  limited  amount  of  every  product  can  be  imported 
into  the  U.S.  from  each  foreign  country. 

In  this  situation,  many  of  the  countries  with  the  ability  to  pro- 
vide a  competitive  supply  of  a  particular  product  may  have  used  up 
their  "quota,"  or  rights  to  import  into  the  United  States,  for  the 
year.  Furthermore,  when  quota  is  in  short  supply,  as  it  most  cer- 
tainly would  be  in  other  countries  if  China  MFN  status  were  termi- 
nated, U.S.  importers  would  pay  a  premium  for  quota  itself. 

Placing  additional  conditions  on  removal  of  China's  MFN  status 
next  year  would  harm  U.S.  exporters  as  well  as  importers.  China 
represents  a  significant,  and  very  promising  market  for  U.S.  ex- 
ports, with  over  8  billion  dollars'  worth  of  American  goods  pur- 
chased by  the  Chinese  last  year. 

The  United  States-China  Business  Council  anticipated  an  in- 
crease of  U.S.  exports  to  China  of  more  than  20  percent  in  1993. 

Historically,  China  has  been  quick  to  retaliate  against  foreign 
countries  perceived  as  interfering  with  domestic  issues.  It  would 
not  be  surprising  for  China  to  withdraw  MFN  for  American  goods 
in  response  to  conditions  placed  on  MFN  for  Chinese  goods.  In  fact, 
in  1987  during  negotiation  of  a  bilateral  textile  agreement  with  the 
United  States,  China  threatened  to  find  another  supplier  for  the 
nearly  $500  million  worth  of  annual  U.S.  agricultural  exports  to 
China. 

Unilateral  U.S.  action  against  China  would  cause  a  severe  blow 
to  U.S.  exports  to  China.  In  addition  to  a  possible  loss  of  $8  billion 
in  U.S.  exports,  loss  of  the  Chinese  market  would  have  a  signifi- 
cant impact  on  some  of  our  most  competitive  industries — agri- 
culture, aircraft  and  chemicals.  And,  with  our  Western  allies  keep- 
ing the  door  open  for  many  of  their  goods  to  China,  the  hard-won 
U.S.  market  share  could  disappear  overnight,  resulting  in  lost  jobs 
in  the  export  sector  of  the  U.S.  economy  and  an  increase  in  the 
trade  deficit. 

It  would  be  truly  ironic  if  the  net  result  of  last  year's  hard-won 
Chinese  market  opening  commitments  expanded  business  for  Euro- 
pean and  Japanese  competitors  because  U.S.  companies  are  effec- 
tively excluded  from  the  market  by  a  United  States-China  break- 
down. 

Beyond  the  immediate  loss  of  business  in  China  and  Hong  Kong, 
an  MFN  cutoff  would  significantly  jeopardize  long-term  U.S.  com- 
mercial interests  in  the  region.  A  Sino-American  trade  war  would 
deprive  U.S.  companies  of  important  business  relationships  and  op- 
portunities at  a  critical  time  in  the  growth  of  the  Chinese  economy. 

China's  economy  has  grown  rapidly  in  recent  years,  at  an  aver- 
age annual  rate  approaching  10  percent  and  is  poised  for  major  ex- 
pansion over  the  next  decade.  According  to  a  recent  IMF  study, 
China's  economy  is  now  the  world's  third  largest.  Some  predict  it 
will  be  the  largest  economy  in  the  world  by  the  year  2010,  or  the 
year  2020  at  the  latest.  U.S.  companies  have  established  a  major 
presence  in  China,  providing  an  ideal  foundation  for  future  expan- 
sion. A  trade  breach  would  threaten  this  foundation.  It  would  also 
provide  U.S.  competitors  in  Asia  and  Europe  with  a  major  advan- 
tage. 

Trade  sanctions  imposed  for  foreign  policy  purposes  have  a  poor 
history  of  effectiveness.  They  serve  mainly  as  symbolic  gestures, 
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often  at  gn^eat  expense  to  U.S.  economic  interests,  U.S.  exports,  and 
foreign  market  share,  and  consumer  prices. 

Placing  additional  conditions  on  MFN  IN  1994  and  the  resulting 
withdrawal  of  U.S.  business  from  China  would  remove  the  expo- 
sure to  Western  values  and  free  market  ideas  which  have  clearly 
played  a  part  in  China's  move  toward  trade  liberalization  and  a 
market  economy. 

Liberalized,  market-oriented  sectors,  such  as  those  in  south 
China,  would  be  the  first  to  be  injured  or  even  shut  down  if  MFN 
were  withdrawn,  and  Chinese  authorities  would  direct  business 
back  to  state-owned  enterprises. 

Terminating  MFN,  or  imposing  conditions  that  lead  to  this  re- 
sult, would  merely  enable  Chinese  authorities  to  blame  the  U.S. 
Government  for  their  current  domestic  economic  problems,  further 
strengthening  hardline,  anti-Western  elements  in  the  Government. 

Finally,  the  United  States  should  not  unilaterally  act  without  the 
support  of  Our  major  trading  partners.  Unless  multilaterally  im- 
posed, sanctions  are  certain  to  be  unsuccessful  and  the  United 
States  could  run  the  risk  of  alienating  its  allies. 

AAEI  strongly  supports  the  President's  decision  to  renew  uncon- 
ditionally MFN  for  China  for  another  year.  However,  we  oppose  on 
both  philosophical  and  practical  grounds  any  efforts  to  condition 
China's  post- 1993  MFN  status  on  human  rights  or  other  non trade 
issues  as  important  as  they  may  be. 

Terminating  China's  MFN  status,  or  imposing  conditions  which 
effectively  produce  that  result,  could  only  harm  U.S.  trade  and  for- 
eign policy  interests,  and  ultimately  the  progressive  forces  in  China 
on  which  future  progress  will  depend. 

On  behalf  of  the  American  Association  of  Exporters  &  Importers, 
I  wish  to  thank  Chairman  Gibbons  and  the  Trade  Subcommittee 
for  this  opportunity  to  present  the  views  of  our  membership  on  this 
important  issue. 

[The  prepared  statement  follows:] 
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THE  AMERICAN  ASSOCIATION  OF  EXPORTERS  AND  IMPORTERS  (AAEI) 
STATEMENT  ON  UNITED  STATES-CHINA  TRADE  INCLUDING 
MOST-FAVORED-NATION  (MFN)  TRADE  STATUS  FOR  CHINA 

Intrcxiuction  and  Backtrround 

Good  morning,  Chairman  Gibbons  and  members  of  the  Trade  Subcommittee. 
My  name  is  Ronni  Nass,  and  I  am  the  Vice-President  of  Purchasing  at 
Ethical  Products,  Inc.  I  am  also  Chairwoman  of  the  American 
Association  of   Exporters  and   Importers   (AAEI)   U.S. -China  Trade 

Committee. 

AAEI  is  a  national  organization  comprised  of  approximately  1,200  U.S. 
company-members  who  export,  import,  distribute  and  manufacture  a 
complete  spectrum  of  products,  including  chemicals,  electronics, 
machinery,  footwear,  food,  toys,  specialty  items,  textiles  and 
apparel.  Members  also  include  many  firms  and  companies  which  serve 
the  international  trade  community,  such  as  customs  brokers,  freight 
forwarders,  banks,  attorneys,  insurance  firms  and  carriers. 

U.S.  businesses  in  these  areas  of  international  trade  will  benefit, 
either  directly  or  indirectly,  from  President  Clinton's  recent 
decision  to  extend,  unconditionally,  Most-Favored-Nation  (MFN)  status 
for  China  until  July  of  1994.  A  substantial  number  of  AAEI  exporters 
and  importers  are  currently  engaged  in  direct  trade  with  China,  with 
AAEI  retailer  members  sourcing  approximately  30%  -  40%  from  China. 
Overall,  more  than  one-half  of  AAEI ' s  membership  is  involved  in  trade 
with  China  in  some  capacity. 

U.S. -China  trade  has  grown  tremendously  in  volume  and  complexity 
since  the  U.S.  first  provided  China  with  MFN  status.  Total  trade  has 
more  than  tripled  since  1981.  Total  cumulative  U.S.  investment  in 
China  is  now  over  $6  billion,  and  China  is  one  of  our  fastest  growing 
export  markets,  purchasing  close  to  $8  billion  in  U.S.  goods  last 
year . 

MFN  status  is  the  cornerstone  of  normal  commercial  trading 
relationships  with  countries  worldwide,  including  China,  and  is  a  key 
aspect  of  the  bilateral  trade  agreement  with  China  negotiated  in 
1979.  The  term  "most-favored-nation"  is  something  of  a  misnomer, 
suggesting  some  sort  of  privileged  trading  relationship.  In  fact, 
MFN  merely  entitles  a  U.S.  trading  partner  to  the  standard  tariff 
rates  available  to  other  trading  partners  in  good  standing.  The 
U.S.,  like  most  other  countries,  maintains  two  complete  tariff 
schedules  —  one  set  of  standard  rates  for  MFN  countries,  and  a 
second  set  of  often  prohibitive  rates  for  non-MFN  countries.  The 
tariff  differential  between  these  rate  schedules  generally  ranges 
from  10%  to  50%,  and  can  be  as  high  as  100%  or  more  for  some 
products,  so  that  the  loss  of  MFN  status  can  effectively  price  a 
country's  exports  to  the  U.S.  out  of  the  market. 

AAEI  Views  on  Presidential  Executive  Order 

AAEI  strongly  supports  President  Clinton's  decision  to  renew, 
unconditionally,  China's  MFN  status  for  1993.  This  decision  will 
assure  American  companies  continued  access  for  another  year  to  the 
enormous  economic  opportunities  being  created  as  China  opens  its 
markets  to  U.S.  and  other  foreign  goods. 

The  Chinese  market  is  already  the  world's  third  largest,  according  to 
a  recent  International  Monetary  Fund  (IMF)  study,  and  has  continued 
to  grow  at  an  annual  rate  of  more  than  10%.  This  market  is  simply 
too  important  to  our  future  international  competitiveness  to  ignore 
or  to  jeopardize  through  an  unstable  trading  relationship.  As 
President  Clinton  has  recognized,  MFN  is  the  essential  cornerstone 
for  a  long-term,  stable  bilateral  relationship  with  China,  and  what 
this  makes  possible,  both  in  economic  and  foreign  policy  realms. 

AAEI  members  share  the  President's  concerns  about  human  rights,  trade 
and  proliferation  issues  addressed  in  his  recent  Executive  Order.  We 
agree  that  these  are  issues  which  warrant  attention  and  further 
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bilateral  negotiations  between  the  U.S.  and  China.  However,  the 
Association  does  not  believe  that  the  threat  of  terminating  MFN  is  an 
appropriate  or  constructive  tool  for  pursuing  these  important  U.S. 
foreign  policy  objectives. 

In  this  regard,  AAEI  fully  supports  the  President's  decision  to 
disentangle  trade  and  proliferation  concerns  from  his  annual  MFN 
reviews  under  the  Jackson-Vanik  Amendment.  The  U.S.  can  and  should 
pursue  its  interests  in  these  areas,  but  it  is  unwise  and 
unproductive  --  in  our  opinion  —  to  put  the  entire  U.S. -China 
relationship  at  risk  in  the  process. 

AAEI  also  supports  the  President's  efforts  to  focus  attention  on 
political  and  human  rights  concerns  in  China.  However,  we  do  not 
believe  that  conditioning  China's  MFN  status  after  July,  1994  on 
progress  in  selected  human  rights  areas  will  contribute  to  this 
worthy  objective. 

Removing  or  conditioning  MFN  is  simply  the  wrong  tool  at  the  wrong 
time  for  achieving  U.S.  objectives.  History  suggests  that  despite 
China's  strong  interest  in  trade  with  the  U.S.,  efforts  to  force  the 
Chinese  leadership's  hand  through  an  embarrassing  public  demand  will 
be  ineffective,  and  ultimately  counterproductive.  MFN  is  the 
foundation  on  which  the  U.S.  bilateral  relationship  with  China  rests. 

Terminating  MFN  for  China  would  not  simply  result  in  higher  tariff 
rates  for  some  imported  goods;  it  would  sever  the  basic  economic  — 
and,  consequently,  geopolitical  —  relationship  between  the  two 
countries.  It  would  also  buttress  those  in  China  who  desire  to  see 
the  People's  Republic  turn  inward  again,  away  from  ideologically 
threatening  capitalist  influences  --  Hong  Kong  as  well  as  the  United 
States.  Far  more  progress  is  likely  through  appropriate  use  of 
available  U.S.  trade  remedy  and  export  control  laws. 

China's  Post-June  MFN  Status  Should  Not:  Be  Conditional 

While  AAEI  supports  the  President's  human  rights  objectives,  for 
reasons  noted  above,  we  do  not  believe  conditioning  MFN  extensions  — 
and  the  uncertainty  associated  with  annual  MFN  debates  —  helps  to 
further  either  U.S.  foreign  policy  or  trade  objectives.  As  an 
association  of  companies  engaged  in  trade  with  China,  the  balance  of 
our  comments  will  focus  on  the  trade  and  economic  aspects  of  the 
debate.  This,  however,  should  not  in  any  way  be  construed  to  suggest 
lesser  interest  in  the  successful  resolution  of  U.S.  human  rights 
concerns  in  China. 

Over  the  last  several  years,  the  benefits  of  a  more  stable 
relationship  with  China  based  on  unconditional  extension  of  MFN 
status  have  become  increasingly  clear.  In  particular,  China  has  made 
significant  good  faith  efforts  to  respond  to  U.S.  market-opening 
initiatives  and  concerns  about  the  protection  of  U.S.  intellectual 
property  rights,  having  entered  Memorandums  of  Understanding  with  the 
United  States  on  both  last  year.  Among  other  important  developments, 
China  has  agreed  to  remove  high  tariffs  on  hundreds  of  U.S.  imports 
and  to  increase  transparency  with  regard  to  its  trade  operations. 
Most  recently,  A.T.&  T.  and  the  Chinese  State  Planning  Commission 
have  started  a  joint  venture  involving  telephone  switching  equipment. 
A.T.&  T.  had  been  precluded  from  working  with  the  Chinese  government 
in  the  past  by  a  secret  agreement  giving  a  monopoly  on  the  switching 
equipment  to  Germany,  France  and  Japan.  The  current  joint  venture  is 
a  result  of  China's  agreement  to  open  its  markets  to  U.S.  companies. 

There  are  a  number  of  other  reasons  for  supporting  the  continuation 
of  unconditional  MFN  treatment  of  China.  Trade  with  China  must  be 
kept  open  to  maintain  benefits  to  U.S.  industry  of  a  bilateral 
economic  relationship  with  China.  Placing  conditions  on  MFN  would 
threaten  the  jobs  of  thousands  of  U.S.  workers  producing  goods  for 
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export  to  China.  Placing  conditions  on  China  MFN  would  also  harm 
American  businesses  relying  on  Chinese  imports  for  their  livelihood. 
Tariffs,  which  are  at  an  average  4%  -  5%,  would  skyrocket  to  as  high 
as  110%  in  some  cases,  increasing  costs  to  American  consumers  by 
billions  of  dollars. 

An  MFN  Cut-Off  Would  Harm  O.S.  Importers 

Loss  of  China's  MFN  status  would  also  have  both  immediate  and 
long-term  consequences  for  AAEI  members  involved  in  importing  from 
China.  In  the  short-term,  they  would  incur  significant  losses  on 
merchandise  already  contracted  for  sale  at  a  specific  price,  but  not 
yet  delivered.  If  duty  rates  increased  from  Column  1  to  Column  2 
levels  before  Customs  clearance,  these  companies  would  be  required  to 
absorb  the  increases.  The  duty  increases  could  completely  destroy 
profits  after  consideration  of  fixed  costs,  such  as  royalties,  sales 
commissions  and  capital  investments. 

Over  the  longer  term,  the  cost  of  delays,  lost  time,  and 
unavailability  of  alternative  supply  could  be  even  more  damaging  to 
businesses  than  duty  increases.  Many  consumer  products  imported  from 
China  are  not  available  in  the  U.S.,  and  alternative  sources  of 
supply  overseas  would  likely  be  much  more  costly  than  Chinese  goods, 
of  lesser  quality,  or  unavailable  altogether.  With  the  long  lead 
times  necessary  for  orders  in  many  industries,  some  companies  could 
easily  lose  a  whole  season,  or  even  a  whole  year.  This  could  cause 
major  economic  hardship.  Companies  would  be  forced  to  raise  prices 
on  goods,  with  consumers  bearing  the  ultimate  burden.  In  most  cases, 
U.S.  producers  would  not  benefit  from  a  cut  in  supply  of  Chinese 
goods  because  of  their  inability  to  produce  competitively-priced 
products.  Yet,  a  reduction  in  supply  of  these  basic  consumer  items 
would  cause  considerable  hardship  for  Americans  with  limited  incomes 
who  purchase  basic-necessity  consumer  goods  imported  into  the  U.S. 
from  China. 

Termination  of  China's  MFN  status  could  also  make  it  difficult  for 
U.S.  companies  to  obtain  products  which  are  not  easily  accessible 
from  other  countries,  or  as  in  the  case  of  textiles  and  apparel,  only 
a  certain,  limited  amount  of  every  product  can  be  imported  into  the 
U.S.  from  each  foreign  country.  In  this  situation,  many  of  the 
countries  with  the  ability  to  provide  a  competitive  supply  of  a 
particular  product  may  have  used  up  their  "quota",  or  rights  to 
import  into  the  U.S.,  for  the  year.  Furthermore,  when  quota  is  in 
short  supply,  as  it  most  certainly  would  be  in  other  countries  if 
China  MFN  status  were  terminated,  U.S.  importers  would  pay  a  premium 
for  quota  itself. 

An  MFN  Cut-Off  Would  Also  Harm  U.S.  Exporters 

Placing  additional  conditions  on  renewal  of  China's  MFN  status  next 
year  would  harm  U.S.  exporters  as  well  as  importers.  China 
represents  a  significant,  and  very  promising,  market  for  U.S. 
exports,  with  over  $8  billion  worth  of  American  goods  purchased  by 
the  Chinese  last  year.  The  US-China  Business  Council  anticipates  an 
increase  of  U.S.  exports  to  China  of  more  than  20%  in  1993. 
Historically,  China  has  been  quick  to  retaliate  against  foreign 
countries  perceived  as  interfering  with  domestic  issues.  It  would 
not  be  surprising  for  China  to  withdraw  MFN  for  American  goods  in 
response  to  conditions  placed  on  MFN  for  Chinese  goods.  In  fact,  in 
1987  during  negotiation  of  a  bilateral  textile  agreement  with  the 
U.S.,  China  threatened  to  find  another  supplier  for  the  nearly  $500 
million  worth  of  annual  U.S.  agricultural  exports  to  China. 

Unilateral  U.S.  action  against  China  would  cause  a  severe  blow  to 
U.S.  exports  to  China.  In  addition  to  a  possible  loss  of  $8  billion 
in  U.S.  exports,  loss  of  the  Chinese  market  would  have  a  significant 
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impact  on  some  of  our  most  competitive  industries  —  agriculture, 
aircraft  and  chemicals.  And,  with  our  Western  allies  keeping  the 
door  open  for  many  of  their  goods  to  China,  the  hard-won  U.S.  market 
share  could  disappear  overnight,  resulting  in  lost  jobs  in  the  export 
sector  of  the  U.S.  economy  and  an  increase  in  the  trade  deficit.  It 
would  be  truly  ironic  if  the  net  result  of  last  year's  h^rd-won 
Chinese  market  opening  commitments  expanded  business  for  European  and 
Japanese  competitors  because  U.S.  companies  are  effectively  excluded 
from  the  market  by  a  U.S. -China  breakdown. 

Beyond  the  immediate  loss  of  business  in  China  and  Hong  Kong,  an  MFN 
cut-off  would  significantly  jeopardize  long-term  U.S.  commercial 
interests  in  the  region.  A  Sino-American  trade  war  would  deprive 
U.S.  companies  of  important  business  relationships  and  opportunities 
at  a  critical  time  in  the  growth  of  the  Chinese  economy. 

China's  economy  has  grown  rapidly  in  recent  years,  at  an  average 
annual  rate  approaching  10%,  and  is  poised  for  major  expansion  over 
the  next  decade.  According  to  a  recent  IMF  study,  China's  economy  is 
now  the  world's  third  largest.  Some  predict  it  will  be  the  largest 
economy  in  the  world  by  the  year  2010,  or  \:he  year  2020  at  the 
latest.  U.S.  companies  have  established  a  major  presence  in  China, 
providing  an  ideal  foundation  for  future  expansion.  A  trade  breach 
would  threaten  this  foundation.  It  would  also  provide  U.S. 
competitors  in  Asia  and  Europe  with  a  major  advantage. 

MFN  Trade  Sanctions  Would  Be  Counterproductive 

Trade  sanctions  imposed  for  foreign  policy  purposes  have  a  poor 
history  of  effectiveness.  They  serve  mainly  as  symbolic  gestures, 
often  at  great  expense  to  U.S.  economic  interests,  U.S.  exports  and 
foreign  market  share,  and  consumer  prices. 

Placing  additional  conditions  on  MFN  in  1994,  and  the  resulting 
withdrawal  of  U.S.  business  from  China,  would  remove  the  exposure  to 
Western  values  and  free  market  ideas  which  have  clearly  played  a  part 
in  China's  move  toward  trade  liberalization  and  a  market  economy. 
Liberalized,  market-oriented  sectors,  such  as  those  in  South  China, 
would  be  the  first  to  be  injured  or  even  shut  down  if  MFN  were 
withdrawn,  and  Chinese  authorities  would  direct  business  back  to 
state-owned  enterprises.  Terminating  MFN,  or  imposing  conditions 
that  lead  to  this  result,  would  merely  enable  Chinese  authorities  to 
blame  the  U.S.  government  for  their  current  domestic  economic 
problems,  further  strengthening  hard-line,  anti-Western  elements  in 
the  government. 

Furthermore,  sanctions  run  counter  to  other  U.S.  foreign  policy 
interests,  including  the  stability  of  the  Hong  Kong  economy  and  the 
future  of  the  Hong  Kong  people.  Hong  Kong  accounts  for  two-thirds  of 
all  foreign  investment  in  China  and  one-third  of  China's  foreign 
exchange,  and  is  the  port  of  entry  and  exit  for  much  of  the  world's 
trade  with  China,  especially  that  of  the  United  States.  Because  of 
the  unigue  combination  of  communications,  financial  and  technical 
support,  established  and  reliable  legal  system,  and  common  language 
available  in  Hong  Kong,  more  than  900  American  companies  have 
established  a  significant  presence  there,  and  of  these,  200  have 
chosen  Hong  Kong  as  their  base  for  business  operations  throughout  the 
region. 

The  damage  to  Hong  Kong  resulting  from  an  MFN  cut-off  —  which  has 
been  estimated  at  more  than  $21  billion  in  trade  alone,  a  figure 
double  the  estimated  impact  on  China  itself  —  would  seriously 
jeopardize  Hong  Kong's  continued  ability  to  serve  this  important  role 
for  American  companies  as  entrepot  and  investment  "gateway"  for  China 
and  the  region.  Damage  to  Hong  Kong  would  also  have 
counterproductive  effects  on  political  and  economic  reform  in  China. 
Hong  Kong   is   South  China's  most   important   source  of   external 
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investment,  with  Hong  Kong  companies  providing  employment  to  three 
million  people  in  Guongdong  Province  alone.  The  impact  of  MFN 
conditions  or  withdrawal  of  MFN  would  be  felt  disproportionately 
there,  weakening  the  very  forces  of  liberalization  key  to  future 
economic  and  political  progress  in  China,  and  Hong  Kong's  security 
and  well-being. 

Finally,  the  U.S.  should  not  unilaterally  act  without  the  support  of 
our  major  trading  partners.  Unless  multilaterally  imposed,  sanctions 
are  certain  to  be  unsuccessful  and  the  U.S.  could  run  the  risk  of 
alienating  its  allies. 

Conclusion 

AAEI  strongly  supports  the  President's  decision  to  renew, 
unconditionally,  MFN  for  China  for  another  year.  However,  we  oppose, 
on  both  philosophical  and  practical  grounds,  any  efforts  to  condition 
China's  post-1993  MFN  status  on  human  rights  or  other  non-trade 
issues,  as  important  as  they  may  be.  Terminating  China's  MFN  status, 
or  imposing  conditions  which  effectively  produce  that  result,  could 
only  harm  U.S.  trade  and  foreign  policy  interests,  and  ultimately, 
the  progressive  forces  in  China  on  which  future  progress  will  depend. 

On  behalf  of  the  American  Association  of  Exporters  and  Importers,  I 
wish  to  thank  Chairman  Gibbons  and  the  Trade  Subcommittee  for  this 
opportunity  to  present  the  views  of  our  membership  on  this  important 
issue. 
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Chairman  Gibbons.  Mr.  Simon. 

STATEMENT  OF  JOEL  K.  SIMON,  COUNSEL,  FASfflON  ACCES- 
SORIES SHIPPERS  ASSOCIATION,  INC^  AND  RUSS  BERRIE  & 
CO.,  INC.,  OAKLAND,  CALIF. 

Mr.  Simon.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee for  again  giving  us  the  opportunity  to  appear  before  you 
today.  I  am  Joel  Simon,  customs  and  trade  counsel  to  the  Fashion 
Accessories  Shippers  Association  and  Russ  Berrie  &  Co.,  Inc.  of 
Oakland,  N.J. 

FASA  is  a  trade  association  headquartered  in  New  York  City  and 
is  comprised  of  70  member  companies  located  throughout  the  Unit- 
ed States.  Our  members  import  handbags,  luggage,  small  leather 
goods,  umbrellas,  gloves,  and  belts  from  all  parts  of  the  world. 

China  is  by  far  our  largest  supplier.  Most  of  the  member  compa- 
nies are  small,  privately  held  companies  who  employ  less  than  500 
workers  each.  Total  employment  for  our  members  is  over  10,000 
men  and  women  in  this  country. 

Russ  Berrie  &  Co.  is  an  importer  of  gift  products — ^trolls,  stufTed 
animals — and  is  a  publicly  held  company  whose  shares  are  traded 
on  the  New  York  Stock  Exchange. 

Russ  Berrie  employs  more  than  1,700  men  and  women  in  the 
United  States  and  has  employees  in  each  of  the  50  States  of  the 
United  States.  More  than  half  of  all  products  imported  by  FASA 
members  and  Russ  Berrie  are  currently  made  in  China. 

Should  most-favored-nation  status  be  lost  for  products  from 
China,  FASA  members  and  Russ  Berrie  will  be  unable  to  sell  these 
products.  This  will  create  a  tragedy  for  many  of  our  employees  and 
their  families  as  well  as  for  many  of  our  FASA  members.  Thou- 
sands of  FASA  member  employees  could  lose  their  jobs,  and  a  num- 
ber of  our  member  companies  not  only  could,  but  would  go  out  of 
business. 

Russ  Berrie  estimates  that  400  sales  people,  warehouse  people, 
designers,  and  administrative  staff  in  the  United  States  could  lose 
their  jobs  if  MFN  is  lost.  In  China  and  in  Hong  Kong,  the  toll 
would  be  much  worse.  Russ  Berrie  estimates  that  more  than  10,000 
workers  in  China  rely  exclusively  on  their  jobs  and  several  hundred 
Russ  Berrie  inspectors  and  administrative  personnel  in  Hong  Kong 
will  also  be  laid  off. 

FASA  members  estimate  that  more  than  100,000  workers  in 
China  make  their  products.  These  jobs  will  all  be  lost  if  MFN  is 
not  continued,  since  few  if  any  importers  could  sell  their  products 
at  the  duty  levels  imposed  by  non-MFN  rates. 

In  addition,  none  of  the  Russ  Berrie  products  are  made  in  Gov- 
ernment-owned factories.  All  Russ  Berrie  vendors  are  owned  by 
Hong  Kong  or  Taiwanese  nationals.  They  would  certainly  lose  their 
entire  investments  in  China  if  they  no  longer  had  the  ability  to  sell 
product  to  the  United  States. 

For  FASA  members,  the  situation  is  similar,  but  on  a  far  greater 
magnitude.  Hundreds  of  small  factories  owned  by  Hong  Kong  and 
Taiwanese  businessmen  are  scattered  throughout  south  China  and 
depend  exclusively  on  sales  to  the  United  States  for  their  very  ex- 
istence. In  addition,  several  of  our  members  have  invested  millions 
of  dollars  of  their  own  capital  for  plant  and  equipment  in  China. 
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Coincidentally,  I  am  also  customs  and  trade  counsel  to  the 
Grande  Corp.,  a  FASA  member  whose  letter  to  Representative  Sol- 
omon was  read  to  you  this  morning  by  the  Congressman.  While  I 
don't  wish  to  enter  into  a  dispute  with  Congressman  Solomon,  I 
would  like  to  set  the  record  straight  on  a  few  points  that  he  raised. 

In  FASA's  printed  statement,  there  is  a  list  of  the  column  2  rates 
of  duty  that  would  apply  to  gloves  and  other  products  imported  by 
FASA  members  that  would  take  effect  should  MFN  status  be  lost. 
The  rates  for  gloves  will  be  increased  in  a  range  from  25  percent 
to  as  much  as  90  percent,  contrary  to  Representative  Solomon's 
statement  that  the  duty  rates  would  only  go  up  to  8  percent  and 
in  some  cases  40  percent, 

(Jolf  and  ski  gloves  will  rise  to  45  percent.  Knitted  and  crocheted 
gloves  will  rise  to  90  percent.  At  these  increases  in  cost,  a  K-mart, 
a  Wal-Mart,  or  even  a  Bloomingdales  will  not  be  able  to  sell  those 
products  in  the  American  market.  Moreover,  Congressman  Solomon 
mentioned  those  3,000  Grande  employees  in  China. 

I  can  assure  you  that  those  3,000  employees  would  certainly  lose 
their  jobs  if  most-favored-nation  status  was  lost.  If  ever  there  was 
a  human  right  that  would  be  jeopardized,  it  would  be  the  right  for 
these  people  to  have  a  job  and  to  make  a  living,  and  that  right 
would  certainly  be  taken  away  with  loss  of  most-favored-nation  sta- 
tus. 

We  believe  it  is  important  to  mention  that  it  will  take  several 
years  for  our  members  to  establish  new  facilities  that  are  capable 
of  producing  products  in  the  volume  with  the  Quality  needed  for 
American  consumers.  Once  this  change  begins,  there  is  no  turning 
back. 

If  our  members  open  new  factories  in  other  countries,  there  is  lit- 
tle likelihood  that  tney  will  ever  return  to  China.  The  same  is  most 
likely  true  for  the  toy,  footwear,  and  textile  industries.  If  our  im- 
porters abandon  the  Chinese  market,  we  are  certain  that  China 
will  abandon  the  U.S.  market,  and  our  exporters  will  suffer  great 
losses.  To  risk  the  permanent  loss  of  China  as  a  trading  partner 
would  be  a  great  tragedy  for  our  country  and  for  China. 

FASA  members  and  Russ  Berrie  are  not  unmindful  of  the  plight 
of  the  Chinese  people.  However  we  do  not  believe  that  the  removal 
of  MFN  status  on  importation  or  the  imposition  of  specific  impos- 
sible conditions  on  maintaining  MFN  will  help  their  situation.  To 
the  contrary.  We  believe  that  such  action  will  only  result  in  the 
loss  of  the  social,  political  and  economic  benefits  that  Chinese 
workers  have  gained  over  the  past  decade  of  increased  United 
States-China  trade. 

We  urge  you  and  the  Congress  to  support  the  President's  Execu- 
tive order  renewed  MFN  status  for  China,  while  at  the  same  time 
we  all  recognize  the  legitimate  concerns  of  human  rights  for  the 
Chinese  people. 

Thank  you. 

[The  prepared  statements  follow:] 
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TESTIMONY  OF  THE  FASHION  ACCESSORIES  SHIPPERS  ASSOCIATION 
ON  U.S.  -       CHINA  TRADE  RELATIONS 
BEFORE  THE  SUBCOMMITTEE  ON  TRADE 
COMMITTEE  ON  WAYS  AND  MEANS 
SUBMITTED  BY:  JOEL  K.  SIMON,  ESQ.  COUNSEL  TO  THE  ASSOCIATION 

JUNE  8,  1993 


FASA  is  a  trade  association  located  at  330  Fifth  Ave.,  New  York,  NY.  The  Association 
has  seventy  (70)  member  firms  who  import  handbags,  luggage,  small  leather  goods,  gloves  and 
belts  from  all  parts  of  the  world.  The  members  are  located  throughout  the  United  States,  and 
are  comprised  mainly  of  small  to  medium  size  privately  held  companies,  employing  less  than  500 
workers.  Some  of  the  members  are  large  public  companies  with  thousands  of  employees.  Li 
total,  FASA  members  employ  more  than  ten  thousand  workers  in  the  United  States. 

At  the  present  time,  approximately  87%  of  all  handbags  and  related  products  sold  in  the 
United  States  are  imported,  with  the  largest  percentage  of  products  sold  in  the  low  to  medium 
price  range. 

I  am  submitting  this  testimony  today  to  express  FASA's  support  for  President  Clinton's 
renewal  of  "Most  Favored  Nation"  (MFN)  status  for  the  People's  Republic  of  China  in  1993  - 
1994,  and  to  express  our  concern  over  any  attempt  to  disapprove  MFN  renewal  or  to  enact 
legislation  that  would  limit  the  President's  ability  to  make  his  own  determination  on  the  future 
of  United  States  trade  relations  with  China. 

In  1991,  approximately  $2,318,000,000  worth  of  handbags,  luggage  and  flat  goods  were 
imported  into  the  United  States.  By  far,  the  majority  of  these  imports  were  from  China.  The 
duties  on  these  products  range  from  5.3%  for  straw  bags  to  20%  duty  for  man-made  fiber  or 
plastic  bags. 

Most  textile  handbags  and  luggage  from  China  are  subject  to  import  restrictions  because 
they  are  subject  to  quota  limitations  imposed  by  the  Multi-Fiber  Arrangement  (MFA).  The  loss 
of  MFN  status  would  create  a  tremendous  burden  on  our  industry  as  there  is  not  enough  quota 
available  in  other  producing  countries  to  allow  for  a  shift  in  production. 

Should  China  lose  MFN  status,  the  duties  on  the  products  which  our  members  import 
will  increase  to  such  an  extent  as  to  make  most  if  not  all  products  totally  non-competitive. 
Leather  bags  will  increase  from  9%  or  10%  to  35%.  Plastic  bags  will  go  from  20%  to  45%, 
man-made  fiber  bags  will  go  from  20%  to  65%  and  braided  bags  will  go  from  8.4%  to  90%. 
Similar  large  increases  will  apply  to  luggage,  gloves  and  belts.  I  have  appended  a  schedule 
which  compares  the  duty  rates  for  most  of  our  member's  products. 

The  loss  of  MFN  status  for  our  products  from  China  would  cause  a  tremendous  hardship 
for  our  industry  and  our  employees.  Many  workers  would,  at  least  temporarily  lose  their  jobs 
if  MFN  were  lost.  Since  many  of  the  products  that  are  imported  from  China  are  subject  to 
quota,  our  members  will  not  be  able  to  shift  their  production  to  other  countries,  because  most 
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other  countries  that  are  capable  of  producing  our  products  will  not  have  the  quota  necessary 
to  allow  entry  into  the  United  States. 

Even  if  we  could  overcome  the  quota  problem,  there  is  not  enough  production  available 
in  other  countries  to  allow  for  a  shift  in  orders  to  other  MFN  countries.  In  the  last  few  ye£irs 
production  in  Taiwan  and  Korea,  our  industry's  historic  producers,  has  fallen  as  costs  in  those 
countries  increased  and  their  economies  moved  away  from  low  technology  industries.  Nor  could 
our  members  add  the  additional  duty  costs  to  their  sales  price.  Duty  would  average  about  50%, 
an  increase  of  2.5  to  six  times  that  paid  currently.  Since  most  of  these  products  are  low  to 
moderately  priced  merchandise,  the  American  consumer  would  be  unable  or  unwilling  to  pay 
the  price. 

President  Clinton,  in  Executive  Order  12350,  has  renewed  MFN  status  while  at  the  same 
time  recognizing  that  there  are  legitimate  concerns  in  our  country  for  the  human  rights  of  the 
Chinese  and  Tibetan  people.  He  has  provided  ample  notice  to  the  government  of  China  of  his 
expectations  with  regard  to  their  actions  in  the  coming  year  relating  to  freedom  of  emigration, 
use  of  prison  labor,  human  rights,  accounting  for  political  prisoners,  humane  treatment  of 
prisoners,  protection  of  Tibetan  heritage  and  the  permission  for  international  radio  and 
television  broadcasts  into  China. 

We  support  these  goals  and  hope  that  Congress  will  support  the  President  in  his  efforts. 

We  are  not  unmindful  of  the  plight  of  the  Chinese  people  in  these  difficult  times,  but  we 
do  not  believe  that  the  removal  of  MFN  status  for  Chinese  products  will  advance  the  cause  of 
freedom  and  democracy  in  China.  The  Chinese  people  had  made  great  strides,  both  economic 
and  political  during  the  decade  of  the  eighties,  before  the  events  in  Tiananmen  Square. 

We  believe  that  credit  must  be  given  to  the  business  ties  that  arose  in  the  past  ten  years 
which  expanded  contacts  between  the  Chinese  people  and  the  United  States,  and  also  gave  rise 
to  a  new  entrepreneurial  class  in  China  which  pressed  for  the  democratic  and  social  ideab  which 
were  temporarily  halted  in  1989.  By  all  current  reports,  we  are  encouraged  that  the  Chinese 
government  seems  to  be  listening  to  our  concerns. 

We  believe  that  continued  business  contacts  with  the  Chinese  people  will  show  the 
people  that  the  United  States  has  not  abandoned  them.  Loss  of  MFN  will  mean  loss  of 
hundreds  of  thousands  of  jobs  in  China  and  will  result  in  economic  dislocation  and  possibly 
social  and  political  unrest. 

It  has  been  our  experience  that  life  in  China  had  improved  greatly  for  many  people 
during  the  past  ten  years.  We  must  believe  that  some  of  that  improvement  is  attributable  to 
the  hundreds  of  thousands  of  jobs  created  by  our  trade  and  the  billions  of  dollars  that  have  been 
paid  to  the  Chinese  workers  for  their  labor  and  their  products. 

The  removal  of  MFN  will  hurt  the  Chinese  worker  most  of  all.  This  does  not  make 
sense.  These  are  the  people  who  have  been  our  friends  and  have  looked  to  America  as  a 
source  of  inspiration  and  hope. 

At  the  present  time,  more  than  half  of  all  foreign  students  in  the  United  States  come 
from  China.  This  exposure  to  our  way  of  life,  to  the  best  and  brightest  of  Chinese  youth  will  go 
a  long  way  towards  insuring  that  in  the  years  to  follow,  China  will  certainly  continue  down  the 
inevitable  path  towards  a  free  and  democratic  society.  A  loss  of  MFN,  or  the  enactment  of 
formal  conditions  would  greatly  jeopardize  this  process. 

We  do  not  believe  that  the  loss  of  economic  contact  will  aid  in  obtaining  democracy  for 
China  or  improve  the  life  of  the  Chinese  people.  To  the  contrary,  if  China  should  lose  MFN, 
most  importers  would  look  for  new  and  more  stable  sources  of  supply.  It  would  be  unlikely  that 
having  made  a  move  to  other  countries,  that  importers  would  quickly  shift  back  to  China  if 
MFN  were  to  be  later  restored. 
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This  would  result  in  the  permanent  loss  of  trade  relations  with  China  and  would  also 
result  in  the  loss  of  tens  of  thousands  of  jobs  in  the  United  States,  as  China  would  certainly 
cancel  orders  for  American  products.  The  loss  of  the  Chinese  market  for  American  manufactur- 
ers would  be  disastrous. 

In  conclusion,  we  urge  that  Congress  support  the  President's  Executive  Order  renewing 
MFN  for  China  and  that  no  legislation  be  passed  that  would  add  conditions  to  future  MFN 
renewals  that  the  Chinese  would  reject.  Thank  you. 
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TESTIMONY  OF  RUSS  BERRIE  AND  COMPANY,  INC. 

ON  U.S.  -  CHINA  TRADE  RELATIONS 

BEFORE  THE  SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

SUBMITTED  BY:   JOEL  K.  SIMON,  ESQ.,  COUNSEL  TO  RUSS  BERRIE  AND 

COMPANY,  INC. 

JUNE  8,  1993 


Russ  Berrie  and  Company,  Inc.  (Russ  Berrie),  of  Oakland,  N.J.,  is  a  public  company 
whose  stock  is  traded  on  the  New  York  Stock  Exchange.  The  company  employs  approximately 
2300  men  and  women  worldwide  of  which  1700  were  in  the  United  States.  In  addition  to  New 
Jersey,  they  have  facilities  in  California,  Georgia,  Ohio,  and  Texas.  They  employ  a  sales  force 
in  each  of  the  fifty  states.   Last  year  their  total  net  sales  were  $444,000,000. 

The  company  develops  and  markets  a  vast  selection  of  impulse  gift  products  to  retail 
stores  in  the  United  States,  Canada,  England  and  most  of  the  countries  in  the  world.  Russ 
Berrie  sells  more  than  11,000  different  products,  most  of  which  are  produced  in  the  Far  East. 

We  thank  the  Committee  for  affording  us  the  opportunity  to  appear  and  offer  this 
testimony  today  to  express  Russ  Berrie's  concern  regarding  the  continued  "Most  Favored 
Nation"  (MFN)  status  for  the  People's  Republic  of  China  in  1993-1994. 

Russ  Berrie  is  in  full  support  of  President  Clinton's  Executive  Order  12350  which  has 
renewed  MFN  status  for  China  for  the  year  July  4,  1993  -  July  3,  1994.  While  the  President  has 
granted  the  MFN  renewal  for  Cliina,  he  has  at  the  same  time  recognized  the  legitimate  concerns 
of  our  country  for  the  human  right  for  the  Chinese  and  Tibetan  people.  He  has  provided  ample 
notice  to  the  government  of  China  of  his  expectations  with  regard  to  their  actions  in  the  coming 
year  relating  to  freedom  of  emigration,  use  of  prison  labor,  human  rights,  accounting  for  the 
status  of  poUtical  prisoners,  humane  treatment  of  prisoners,  protection  of  the  Tibetan  heritage, 
and  the  permission  for  international  radio  and  television  broadcasts  into  China. 

Russ  Berrie  supports  these  goals  and  hope  that  the  Congress  wiU  support  the  President 
in  his  efforts.  There  is  a  great  concern  in  the  business  community  that  action  may  be  taken  by 
Congress,  no  matter  its  good  intentions,  which  will  cause  great  hardship  for  many  American 
workers  and  their  families,  as  well  as  the  workers  and  families  in  China. 

While  the  company  has  products  manufactured  in  Korea,  Taiwan,  Hong  Kong,  Thailand, 
Indonesia,  The  Philippines,  Mexico,  and  the  United  States,  China  is  its  single  most'important 
source  of  product  at  this  time.  It  is  estimated  that  Russ  Berrie  imported  more  than  eighty 
million  dollars  worth  of  products  from  China  during  1992.  The  possibility  of  the  loss  of  MFN 
duty  treatment  for  these  products  would  be  disastrous  for  the  company  and  for  the  toy  and  gift 
industry  as  a  whole  if  this  legislation  is  passed. 

Russ  Berrie  imports  trolls  and  stuffed  animals  from  China  which  currently  enter  the 
United  States  with  duty  at  6.8%.  If  MFN  status  were  revoked  the  duty  on  these  products  would 
rise  to  70%.  This  cost  increase  would  have  to  be  passed  on  to  the  ultimate  consumer,  usually 
families  with  small  children  and  the  grandparents  of  smaU  children,  people  who  we  are  certain 


147 


would  be  unable  to  pay  this  huge  cost  increase.  Russ  Berric  would  therefore  have  no  choice 
but  to  cancel  their  orders  and  reduce  their  imports  and  sales. 

There  is  no  alternative  source  of  supply  presently  available  anywhere  in  the  world  that 
could  fill  the  demand  thai  would  be  created  due  to  the  loss  of  imports  from  China.  The  loss 
of  imports  from  China  would  cause  the  company  to  lose  a  substantial  amount  of  its  sales.  We 
estimate  that  some  three  to  four  hundred  Russ  Berrie  employees  would  either  temporarily  or 
permanently  lose  their  jobs.  We  do  not  believe  that  the  story  would  be  any  different  for  others 
in  this  our  industry,  and  we  could  easily  foresee  thousands  of  people  unemployed  in  the  toy  and 
giftware  industry  alone. 

Moreover,  should  MFN  status  be  lost,  Russ  Berrie  and  other  importers  would  be  forced 
to  look  to  other  countries  to  make  up  for  the  lost  production  and  sales  in  China.  Due  to  the 
nature  of  the  gift  and  toy  industry,  it  is  doubtful  that  any  of  this  production  would  return  to  the 
United  States.  Since  toys  and  impulse  gift  items  are  not  necessities,  price  is  always  a 
consideration.  Therefore,  production  will  shift  to  those  countries  which  can  provide  a  large, 
inexpensive,  but  skilled  workforce. 

Once  new  facilities  are  estabbshed,  we  caimot  foresee  a  return  of  production  to  China. 
The  loss  of  the  American  Market  to  Chinese  goods  would  surely  result  in  a  loss  of  the  Chinese 
market  to  American  goods.  Such  an  event  would  not  be  temporary,  as  once  new  facihlies  are 
established  it  would  be  unlikely  that  they  would  be  shut  down  or  moved.  Moreover,  the 
uncertainty  of  future  action  against  MFN  status  for  China  would  make  a  return  to  China 
unlikely  once  MFN  status  was  lost. 

Russ  Berrie  does  not  want  the  Congress  to  think  that  it  is  unsympathetic  with  the  plight 
of  the  Chinese  people  in  these  difficult  times,  but  it  is  fearful  that  the  action  contemplated  to 
either  disapprove  President  Clinton's  Executive  Order,  or  seek  to  impose  additional 
requirements  on  the  extension  of  China's  MFN  trade  status  in  1994  would  be  more  damaging 
to  the  Chinese  people  and  their  fight  for  democracy.  We  estimate  that  the  company's  imports 
from  China  presently  employ  some  10,000  workers.  If  MFN  is  lost  because  of  these  additional 
requirements,  Russ  Berrie  would  have  to  cancel  all  of  its  outstanding  orders  and  look  for 
alternative  sources  of  supply.  We  believe  that  aU  of  the  workers  who  make  Russ  producU 
would  lose  their  jobs.  Add  in  all  the  other  Chinese  who  are  currently  producing  products  for 
the  United  States  market  and  we  believe  that  well  over  a  million  workers  in  Cliina  could  lose 
their  jobs  as  a  result  of  the  should  China  lose  its  MFN  status. 

These  workers  are  our  friends.  They  work  with  us  and  have  learned  about  America  and 
Democracy  from  the  continuous  contact  that  they  have  with  Americans.  Cutting  business  ties 
and  putting  the  workers  out  of  work  could  easily  undo  all  the  positive  gains,  economic,  social 
and  pohtical,  that  China  has  made  in  the  last  ten  years.  It  would  give  the  leaders  in  Beijing 
ammunition  to  use  against  the  United  States  by  creating  economic  unrest  witliin  China.  Russ 
Berrie  is  fearful  that  the  workers  in  China  who  are  more  concerned  with  feeding  and  caring  for 
their  families  than  they  are  with  politics,  would  see  these  actions  as  an  abandonment  of  them 
after  the  promise  of  the  improved  living  standards  that  we  have  been  giving  them  for  the  past 
ten  years. 

The  people  at  Russ  Berrie  are  not  diplomats  nor  are  they  politicians.  They  cannot  offer 
you  alternative  solutions  that  would  force  the  Chinese  leaders  in  Beijing  to  continue  on  the  path 
towards  democracy  in  China.  But,  as  businessmen,  their  experience  in  China  over  the  years  has 
shown  them  that  as  we  expanded  our  economic  contacts  with  the  Chinese  people,  their  lives 
improved  in  all  aspects.  There  was  more  food,  better  living  conditions  and  an  easing  of  the 
political  situation  to  the  point  where  people  found  the  courage  to  stand  up  to  repression.  They 
believe  that  the  continued  economic  contacts  with  China  and  iu  people  will,  in  the  long  run,  aid 
in  the  growth  of  democratic  ideals  and  bring  about  a  peaceful  democratic  revolution  as  we  see 
happening  in  Eastern  Europe. 

On  behalf  of  Russ  Berrie  and  Company,  Inc.  I  would  like  to  thank  you  for  your 
consideration  of  their  concerns  and  urge  that  you  support  the  President's  renewal  of  MFN,  and 
not  impose  any  additional  requirements  on  the  extension  of  MFN  for  China  in  1994. 
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Chairman  Gibbons.  Mr.  Younts. 

STATEMENT  OF  RICHARD  W.  YOUNTS,  SENIOR  VICE  PRESI- 
DENT AND  CORPORATE  EXECUTIVE  DIRECTOR  FOR  ASIA 
AND  THE  AMERICAS,  MOTOROLA 

Mr.  Younts.  Thank  you,  Mr.  Chairman  and  thank  you  for  invit- 
ing me  to  participate  in  today's  hearing.  It  is  an  honor  to  appear 
before  you  on  behalf  of  Motorola. 

I  am  Rick  Younts,  senior  vice  president  for  Motorola  for  Asia  and 
the  Americas.  We  are  pleased  to  have  the  opportunity  to  give  you 
our  vievy  of  the  importance  of  maintaining  stable  commercial  rela- 
tions with  China.  As  you  know,  China  is  an  important  trading 
partner  for  the  United  States  and  is  especially  important  for  Mo- 
torola. 

Cfur  sale  of  advanced  electronics  products  in  China  have  risen  to 
a  significant  level  over  the  past  several  years  driven  primarily  by 
China's  rapid  growth  and  modernization.  At  Motorola,  our  sales  in 
China  will  equal  or  exceed  our  sales  in  Japan  this  year  after  dec- 
ades of  effort  in  Japan  and  only  a  few  short  years  of  sales  effort 
in  China. 

As  we  look  around  the  world,  China  stands  as  our  single  best  op- 
portunity for  exports  from  U.S.  factories  and  development  of  in 
country  manufacturing  and  market  operations.  Motorola's  commu- 
nication systems  now  serve  more  than  20  provinces  and  80  cities 
in  China  today. 

Operating  in  these  systems  are  millions  of  Motorola  pagers  and 
cellular  telephones  and  two-way  radios  and  other  communication 
devices.  We  were  delighted  to  hear  the  President  of  the  United 
States  note  the  role  communication  systems  are  playing  in  China 
when  he  announced  the  renewal  of  the  most-favored-nation  status 
for  China.  I  would  like  to  repeat  the  President's  statement  as  of 
May  28. 

We  are  hopeful  that  China's  process  of  development  and  economic  reform  will  be 
accompanied  by  greater  political  freedom.  In  some  ways,  this  process  has  begun.  An 
emerging  Chinese  middle  class  points  antennae  of  new  televisions  toward  Hong 
Kong  to  pick  up  broadcasts  from  CNN.  Cellular  telephones  and  fax  machines  carry 
implicit  notions  of  freer  communications. 

We  agree  with  this  statement.  It  is  our  belief  that  not  only  our 
products,  but  our  business  procedures  and  our  manufacturing  proc- 
esses will  help  shape  an  improved  environment  in  China. 

We  are  currently  setting  up  a  branch  of  Motorola  University  in 
Bening  to  teach  our  employees,  customers,  Government  agencies, 
and  others  advanced  quality  assurance  and  participative  manage- 
ment practices.  By  1995,  we  plan  to  have  3,500  employees  in 
China.  This  will  be  an  empowered  work  force  trained  in  Motorola 
principles,  worker  participation,  team  work,  and  success  through 
constant  respect  for  individuals  and  ethical  conduct.  We  see  this  as 
an  opportunity  to  lead  by  example  as  we  grow  our  operations  in 
China. 

It  is  our  belief  that  as  a  nation  we  have  similar  opportunities. 
However  the  United  States  must  be  fully  engaged  in  both  open 
trade  and  straight  talk  with  China  to  achieve  uiese  results.  We  do 
not  believe  that  disturbing  commercial  ties  between  the  United 
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States  and  China  is  effective  means  of  achieving  policy  goals  on 
human  rights,  arms  sales  or  market  access. 

We  recognize  that  as  a  nation  the  United  States  must  seek  con- 
tinued progpress  with  China  on  these  issues,  but  we  do  not  believe 
that  threatening  withdrawal  of  China's  MFN  next  year  or  the  next 
will  help  achieve  those  goals.  We  must  stop  talking  at  the  Chinese 
and  start  talking  with  them. 

In  addition  to  replacing  unilateral  action  with  bilateral  dialog, 
we  need  to  encourage  our  trading  partners  in  multilateral  discus- 
sions with  China  on  issues  where  we  hope  to  influence  China's 
thinking. 

Let  me  put  before  you  the  possible  sequence  of  continuing  the 
use  of  most  favored  nation  as  a  lever  to  advance  Motorola's  policy 
objectives  as  seen  by  a  company  with  significant  exports  to  China 
from  the  United  States.  The  majority  of  Motorola  sales  today  in 
China  come  from  exports  from  the  United  States. 

At  the  current  sales  level,  we  approximate  that  employment  to 
be  5,000  good  jobs  in  Motorola  facilities  in  this  country.  But  to  con- 
tinue our  bilateral  commercial  relationships,  if  it  is  made  contin- 
gent on  achieving  additional  U.S.  conditions  we  ask  ourselves  what 
will  be  the  impact  on  Motorola.  Will  Motorola  continue  to  be  able 
to  supply  China  from  U.S.  source  products?  I  don't  think  so. 

It  seems  reasonable  to  predict  that  instead  the  Chinese  might 
buy  less  from  U.S.  suppliers  and  more  fi-om  others,  for  every  prod- 
uct sold  by  Motorola  there  is  an  alternate  source  in  Japan  or  Eu- 
rope eager  to  take  our  place.  We  could  easily  lose  the  opportunity 
for  an  export  or  have  to  look  for  alternate  sourcing  channels  to  the 
China  mark. 

Either  way,  the  result  would  be  a  loss  of  good  jobs  at  home  with 
little  or  notning  achieved  in  China.  At  Motorola  it  is  clear  to  us 
that  we  cannot  afford  to  give  the  China  market  to  our  global  com- 
petitors. China  is  much  too  important  a  market  to  cede  to  the  Jap- 
anese or  Europeans  or  Asian  companies.  As  a  company  that  is 
deeply  involved  in  China,  we  seek  U.S.  Government  policy  to  make 
clear  to  the  Chinese  that  we  are  a  consistent,  reliable  trading  part- 
ner. 

We  do  not  ask  that  legitimate  policies  on  human  rights  or  arms 
proliferation  be  swept  under  the  rug,  because  they  are  far  too  im- 
portant issues,  but  we  believe  that  they  must  be  addressed.  We  ask 
that  these  issues  be  taken  up  with  China  through  appropriate  mul- 
tilateral and  bilateral  channels  such  as  are  used  with  other  coun- 
tries, with  the  continued  participation  of  the  business  community 
and  with  the  full  awareness  of  the  consequences  for  the  U.S.  eco- 
nomic interest  if  the  bilateral  relationships  are  jeopardized. 

I  thank  you  for  hearing  me  and  would  be  happy  to  answer  any 
questions  you  may  have. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  RICK  YOUNTS,  MOTOROLA  SENIOR  VICE  PRESIDENT 
AND  CORPORATE  EXECUTIVE  DIRECTOR  FOR  ASIA  AND  THE  AMERICAS 


Good  morning.     I  am  Rick  Younts,  Motorola  Senior  Vice  President  and 
Corporate  Executive  Director  for  Asia  and  the  Americas.     I  am  pleased  to 
have  the  opportunity  to  present  information  to  the  Subcommittee  on  the 
critical  importance  of  the  Chinese  market  to  Motorola,  and  to  emphasize 
the  critical   importance   to   Motorola   of   maintaining   stable  commercial 
relations   with    China. 

Motorola  is  one  of  the  world's  leading  providers  of  wireless 
communications  and  electronics  equipment,  systems,  components  and 
services  for  worldwide   markets.      Products   include  two-way   radios, 
pagers,  personal  communications  systems,  cellular  telephones  and 
systems,   discrete  semiconductors   and   integrated  circuits,  defense  and 
aerospace   electronics,    automotive   and    industrial   electronics,   computers, 
data  communications  and  information  processing  and  handling  equipment. 
Motorola  was  a  winner  of  the  first  Malcolm  Baldrige  National  Quality 
Award,   in   recognition  of  its  superior  company-wide  management  of  quality 
processes. 

No  single  market  offers  greater  opportunities  for  U.S.  exporters  and  their 
employees  today  than  China.     According  to  the  U.S. -China  Business  Council, 
sales  of  American  goods  to  China  increased  19%  in  1992  to  $7.5  billion, 
and  these  sales  created  approximately  150,000  U.S.  jobs.     The 
International  Monetary  Fund  just  issued  a  report  showing  that  the  Chinese 
economy  is  now  the  third  largest  in  the  world  with  a  purchasing  power  of 
2.9    trillion    dollars. 

The  growth  of  this  market  has  been  explosive  for  Motorola.     Our 
communication   systems  -   including   paging,  cellular  telephone,   trunked 
radio  and  CT-2  personal  communications  systems  -  are  now  operating  in 
20  provinces  and  more  than  80  major  cities  in  China.    To  date,  we  have 
sold  more  than  one  million  cellular  telephones  and  three  million  pagers  in 
China.     At  present,  we  estimate  that  our  sales  to  China  represent 
approximately  5,000  U.S.  jobs  within  Motorola,  plus  the  jobs  created  by 
our  suppliers  and  vendors  in  conjunction  with  these  sales.     Our  annual 
sales  in  China  after  only  a  few  years  of  serving  the  market  are 
aporoximatelv  the  same  as  the  company's  annual  sales  in  Japan  after 
decades  of  effort. 

To  date,  the  lion's  share  of  these  sales  have  been  satisfied  via  exports, 
primarily  from  the  United  States.     Motorola  is  m  the  process  of 
establishing   manufacturing   operations   in   China,   and  after  that  facility  is 
fully  operational,  we  anticipate  that  our  total  export  sales  to  China  will 
continue  to  grow.     Clearly,  China  will  continue  to  be  an  extremely 
important  market  for  Motorola  in  terms  of  American  exports  and  jobs  well 
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into  the  21st  Century. 

The  Chinese  economy  is  growing  at  a  rapid  pace  and  the  potential  for  sales 
of  competitive  American   products   and   services   is   increasing   significantly. 
Motorola's  sales  in  China  increased  by  400%  in  1992,  and  we  are 
projecting  a  further  250%  increase  in  1993.      We  have  already  supplied  as 
many  pagers  to  China  in  the  first  quarter  of  1993  as  we  did  in  all  of  1992. 

But  the  business  climate  in  China  is  highly  competitive,  and  Japanese  and 
European  manufacturers  offer  alternative  products  which  the  Chinese  can 
readily  purchase  if  problems  develop  in  the  trade  relationship  with  the  U.S. 
In  addition,  other  countries  are  taking  steps  to  increase  the  sale  of 
products  from  their  country  into  China.     For  example,  the  Japanese 
Ministry  of  Post  and  Telecommunications  (MPT)  has  donated  a  fully 
equipped  lab  to  the  Chinese  MPT  to  educate  the  Chinese  on  product  testing, 
type  approval  processes  and  the  like.     Needless  to  say,  the  lab  is  full 
equipped  with  Japanese  telecommunications  equipment. 

Therefore,  extreme  care  must  be  taken  as  steps  are  taken  to  pursue  a 
multi-faceted  policy  agenda  with  China  so  that  it  does  not  inadvertently 
undermine  the  efforts  of  American  businesses  to  develop  and  strengthen 
their  position   in  the  world's  third  largest  economy. 

As  noted  above,  the  majority  of  Motorola's  sales  to  China  are  currently 
satisfied  by  exports  from  the  U.S.     It  is  for  this  reason  --  significant  U.S. 
exports  which  translate  into  many  thousands  of  U.S.  jobs  --  that  the  U.S. 
should  be  so  vitally  interested  in   maintaining  stable  commercial  relations. 

As  is  the  case  with  most  high  technology  companies,  Motorola  cannot 
continue  to  be  competitive  on  a  global  basis  if  we  do  not  have  access  to 
huge  markets  such  as  China.     If  our  volumes  of  production  are  artificially 
limited  by  lack  of  access  to  key  markets,  our  products  will  not  come  down 
the  cost/learning  curves  quickly  enough  to  remain  competitive  with  our 
Japanese,  Asian  and  European  competitors. 

Therefore,  if  the  trading  relationship  between  the  U.S.  and  China  is 
disrupted,  companies  like  Motorola  may  have  no  choice  but  to  reconstruct 
the  sourcing  of  their  products  to  the  Chinese  market  in  order  to  maintain 
market  position,  continuity  of  supply,  and  total  customer  service.     We 
cannot  afford  to  give  China  to  our  global  competitors  in  Japan,  Europe  or 
Asia,  thus  hurting  our  competitive  position  or  that  of  the  United  States. 
China  is  much  too  important  a  market.     Thus,  there  is  tremendous  risk  of 
forcing  U.S.  jobs  overseas  if  the  trading  relationship  is  disturbed. 

Motorola  is  currently  establishing  operations  in   China  --   largely  so  that 
we  have  the  ability  tc  directly  serve  our  customers.     Motorola's  practice  is 
to  establish  local  operation  in  most  markets  we  serve.     This  gives  us  a 
base  of  local  nationals,  and  presence  which  we  find  is  necessary  for 
understanding  the  local   requirements  and  providing  total  customer 
satisfaction.   A   $120   million   wholly-owned   manufacturing   facility   is   now 
in  early  stages  of  operation  in  Tianjin.     We  will  be  producing  pagers  and 
semiconductors   by   late   1993,   with   additional   production   of  cellular 
phones  and  automotive  electronics  by  1995. 
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We  have  opened  representative  offices  to  provide  sales  support, 
engineering   services  and  product  installation  and  service  to   local 
customers  in  Beijing,  Shanghai,  Guangzhou,  with  other  offices  slated  for 
Harbin  and  Tianjin.     Additional  investment  is  being  made  in  a  Motorola 
Service  Center  and  Parts  Depot,  which  will  provide  products  and  service  to 
customers,  as  well  as  being  a  base  for  training,  a  software  center,  and  a 
branch  of  Motorola  University  in   Beijing. 

All  but  a  handful  of  Motorola  employees  (600  today,  projected  3,500  by 
1995)  are  direct  Motorola  employees  and  are  treated  with  the  same  dignity 
and  respect  for  the  individual  as  are  our  employees  in  the  U.S.  and 
elsewhere  in  the  world.     Our  operations  are  conducted  according  to 
Motorola's  stringent  Code  of  Conduct,  and  they  utilize  Motorola 
employment  principles   in   participative   management,   empowered 
workforce,  motivation,  worker  rights,  and  ethics.     The  new  operations  are 
working  beyond  our  best  expectations  and  we  are  receiving  excellent 
support  from  the  Chinese  government. 

As  we  expand  Motorola's  presence  in  China,  we  are  undertaking  many 
activities  in  an  effort  to  "lead  by  example".     We  believe  our  presence  in 
China  is  having  a  very  positive  impact  in  communicating  and  educating 
Chinese  Government  and  business  officials  on  the  principles  and  benefits 
of  free  enterprise  and  of  the  importance  and  value  of  employees  to  the 
success  of  the  enterprise: 

Motorola  has  established  electronics  labs  at  six  universities  in 
China,  and  will  be  expanding  to  twenty  universities  over  the 
next  five  years. 

-  -       We  provide  150  scholarships  annually  for  Chinese  students  in 

technical    universities. 

-  -       We  are  establishing  a  branch  of  Motorola  University  in  Beijing 

to  teach  our  employees  and  to  train  key  customers  and  agencies 
in  management  practices  and  technology.     This  facility  will  be 
opening  in  November  1993,  and  will  have  a  joint  degree 
program   with   Asia   Pacific   International    University. 

-  -       After  only   nine  months   of  operations,   our  production   facilities 

--   utilizing   the   principles  enumerated  above   --   have  quality 
levels  which  exceed  those  of  virtually  all  established  Chinese 
manufacturers.     Motorola  has  opened  its  doors  --  not  only  to 
customers,   suppliers  and  government  officials  --  but  also  to 
unrelated  Chinese  businessmen,  and  we  are  showing  them  the 
positive   impact  which   free   enterprise  and   individual 
empowerment  can  have  on  their  businesses. 

Therefore,  Motorola  is  using  it  status  as  a  key  employer  and  technology 
and  quality  leader  as  a  means  of  influencing  positive  change  from  within 
in  China.     In  addition,  the  very  nature  of  the  communications  products 
which  we  are  bringing  to  China  --  cellular  phones,  pagers  and  other 
wireless  communications   systems   --  are  also   positive  forces  for  such 
change.      As  President  Clinton  stated  in  his  May  28  statement  on  Most 
Favored  Nation  status  for  China: 
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"We  are  hopeful  that  China's  process  of  development  and  economic 
reform  will  be  accompanied  by  greater  political  freedom.     In  some 
ways,  this  process  has  begun.    An  emerging  Chinese  middle  class 
points  antennae  of  new  televisions  towards  Hong  Kong  to  pick  up 
broadcasts  of  CNN.     Cellular  phones  and  fax  machines  carry  implicit 
notions   of  freer  communications.    " 

Motorola  understands  the  importance  of  the  objectives  which  Congress  and 
the   Administration    have   of   fostering   greater   respect   for   internationally- 
recognized  human  rights  and  a  meaningful  commitment  to  global  non- 
proliferation.      We  also  strongly  support  effective  disciplines  to  ensure 
fair  access  for  goods,  services  and  investment. 

However,  Motorola  continues  to  believe  that  these  policy  objectives  are 
best  achieved  through  means  other  than  conditioning  or  withdrawing 
China's  Most  Favored  Nation  (MFN)  trade  status.     It  is  our  understanding 
that  the  Chinese  have  indicated  a  willingness  to  engage  in  dialogue  with 
the  U.S.  on  all  of  these  issues,  which  we  would  hope  could  begin  in  earnest 
in  the  very  near  future. 

Furthermore,  unilateral  actions  by  the  U.S.  may  have  the  unintentional 
consequence  of  signalling  to  the  Chinese  that  only  the  U.S.  --  and  not  its 
other  trading  partners  -     has  concerns  in  these  areas,  and  the  result  could 
be  to  isolate  the  U.S.,  not  China.     Multilateral  pressure  will  reduce  the 
possibility  of  negative  consequences  for  U.S.  commercial   interests,  and  it 
also  seems  more  likely  to  generate  the  pressure  needed  to  accomplish  the 
constructive  changes  which  are  sought. 

It  is  our  hope  that,  in  the  coming  year,  steps  are  taken  by  the  U.S.  to  find 
alternative  means,  other  than  the  annual  MFN  renewal,  to  address  these 
concerns.     The  uncertainty  generated  by  the  annual  debate  over  these 
issues  creates  unnecessary  uncertainty  and  friction   in  the  trade 
relationship   which    is   counterproductive   for   all   parties. 

It  is  my  understanding  that  task  forces  are  being  set  up  in  the  Congress 
with  an  eye  toward  developing  a  more  comprehensive  policy  toward  China, 
and  that  the  Administration  has  set  up  an  interagency  group  with  a  similar 
purpose.  We  welcome  these  as  positive  steps  toward  avoiding  the  annual 
drama  over  China's  MFN  status.     We  hope  that  these  groups  will  facilitate 
productive  dialogue  not  only  between  the  Administration  and  Congress  - 
but  also  with  the  business  community  on  this  important  issue.     Motorola 
welcomes  the  opportunity  to  be  an   active,  constructive  participant  in  that 
dialogue. 
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Chairman  Gibbons.  I  want  to  thank  all  of  you  for  coming  and 
for  helping  us  with  this  and  for  being  so  patient  and  waiting  so 
long.  I  know  you  don't  like  using  Jackson-Vanik.  I  know  you  don't 
like  connecting  trade  policy  with  social  policy  or  political  policy  or 
environmental  policy.  But  I  don't  see  any  possibility  of  repealing 
Jackson-Vanik. 

Every  year  at  this  time  we  are  going  to  be  faced  with  the  prob- 
lem of  what  do  we  do  with  governments  that  are  classified  as  Com- 
munist. Politically  we  can't  get  rid  of  Jackson-Vanik  even  if  vye 
wanted  to  for  trade  policy  reasons.  The  Jewish  people  are  afraid 
that  if  you  repeal  Jackson-Vanik  there  may  be  some  reversion  in 
the  former  Soviet  Union.  Thus,  they  want  to  use  Jackson-Vanik  as 
leverage  despite  the  fact  I  have  pointed  out  to  them  a  number  of 
times  that  it  didn't  work  very  well  in  the  past,  if  at  all. 

Jackson-Vanik  has  been  transformed  irom  a  Jewish  emigp'ation 
issue  to  a  human  rights  issue,  to  an  environmental  issue,  and  to 
every  kind  of  issue  you  can  think  of.  So  we  have  to  live  with  it. 
It  is  here.  In  fact,  in  some  ways  we  may  be  worse  ofiF  than  we  were 
a  few  years  ago  as  far  as  that  is  concerned,  because  for  a  long  time 
there  was  this  standoff  between  the  Bush  administration  and  the 
Congress.  The  Bush  administration  would  veto  anything  in  this 
area  that  came  up  and  the  Congress  knew  it.  So  the  Congress  sent 
it  to  the  President  to  get  vetoed  or  the  matter  died  in  the  Senate. 

Now  we  have  the  majority  of  the  Congress  and  the  White  House 
working  in  tandem  on  this  issue.  Thus,  we  have  got  to  find  some 
way  to  make  it  work  and  make  it  work  effectively.  So  as  much  as 
you  wring  your  hands  over  the  situation,  this  matter  will  be  with 
us  for  some  time.  I  don't  see  it  going  away. 

We  will  be  here  next  year,  and  the  year  after,  and  the  year  after 
that.  My  question  is,  what  can  you  do  to  help?  You  have  good  mar- 
kets in  China  and  you  have  business  relationships  there.  What  can 
you  do  to  explain  to  the  Chinese  Government  that  there  is  some 
necessity  for  them  to  change  their  course  of  conduct  or  they  are 
going  to  be  continually  hammered  on  this  issue? 

Do  you  have  any  suggestions  what  you  could  do  with  the  Chinese 
people  or  the  Chinese  Government? 

Mr.  You^^^s.  Obviously  there  are  several  things  that  we  believe 
to  do,  being  an  insider  in  making  investments  in  China  and  giving 
us  an  opportunity  to  dialog  with  the  Chinese  Government,  the  cus- 
tomers, which  is  the  same  people  usually  at  the  national,  at  the 
provincial  and  municipal  government  level. 

We  have  seen  the  ability  to  communicate  in  some  of  these  serious 
areas  in  a  straightforward  manner.  The  other  is  by  training  the 
local  people  and  showing  in  fact  our  new  factory  that  we  have  al- 
most completed  in  Tianjin  is  a  model  factory  where  many  of  the 
Chinese  manufacturers  are  coming  to  see  how  the  Western  side 
does  business  and  how  they  manage  quality,  how  they  manage  pro- 
ductivity. 

It  is  the  pride  of  the  city  and  becoming  a  major  training  ground 
for  other  companies.  We  think  that  is  a  way  to  influence 

Chairman  Gibbons.  Let  me  interrupt  there.  I  think  what  the 
Congress  is  interested  in  is  how  does  the  Chinese  Government 
treat  those  employees  once  thev  get  out  of  the  factory?  Transferring 
technology  and  know  how  to  them  is  fine  I  guess  but  what  is  bug- 
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ging  the  Congress  is  not  that;  it  is  the  rather  primitive  treatment 
that  the  Chinese  people  receive  from  their  own  Government  that 
disturbs  the  Congress.  What  is  driving  this? 

Mr.  YoUNTS.  We  are  currently  at  about  350  employees  in  Tianjin 
as  we  ramp  up  the  facility.  We  are  providing  a  lot  of  the  necessities 
for  those  people  in  terms  of  food  in  the  cafeteria,  showers,  and  lock- 
ers and  so  forth.  I  don't  see  any  evidence  of  that  kind  of  bad  treat- 
ment for  our  people  but  others  have  more  experience  than  we  have. 

We  have  been  in  operation  there  about  IV2  years. 

Mr.  Morris.  As  somebody  with  no  experience  in  China  but  who 
does  hear  a  lot  from  members,  I  would  be  grateful  if  we  could  re- 
spond to  your  comment  because  I  feel  it  may  have  been  addressed 
to  ours. 

NAM  made  the  plea  for  repeal  of  Jackson-Vanik.  We  know  that 
is  not  realistic,  not  going  to  happen.  That  is  why  we  support,  as 
the  best  that  you  could  do  this  year,  what  the  President  did.  On 
the  other  hand,  we  feel  that  it  is  our  duty  in  a  sense  to  tell  you 
what  we  think  ought  to  happen  because  we  think  Jackson-Vanik 
is  causing  a  serious  problem. 

American  companies  suffer  from  a  series  of  burdens  abroad  that 
no  other  major  coimtry's  companies  suffer  from,  I  mean  have,  let's 
use  a  less  pejorative  term.  We  heard  Ambassador  Barshefsky  this 
morning  talk  about  the  increase  of  sales  into  China  from  outside 
showing  the  United  States  behind  Europe  and  Japan  and  attrib- 
uting that  to  the  fact  that  we  have  laws  that  put  burdens  on  U.S. 
compemies  that  others  don't  have. 

The  Jackson-Vanik  amendment  I  know  has,  from  comments  to 
NAM,  has  kept  people  out  of  places  where  U.S.  investment  was 
sought  even  for  foreign  policy  purposes.  The  former  Soviet  Union, 
one  company  asked  us  is  Jackson-Vanik  going  to  be  repealed.  We 
said  no.  They  said  "After  reading  last  years  China  debate,  we 
think  it  is  too  risky  to  invest  in  Russia  because  we  see  more  human 
rights  problems  happening  and  their  investment  being  at  great 
risk." 

So  we  think  it  is  important  to  remind  the  Congress  Nvhen  we 
have  an  opportunity  that  there  are  these  costs.  It  is  our  view  that 
our  companies  interaction  and  the  fact  of  commerce  does  have  a 
positive  effect.  Two  examples,  one,  a  recent  company  executive 
came  back  to  Washington  and  noted  that  for  the  first  time  their 
employees  were  people  they  actually  hired. 

In  the  past,  the  Chinese  had  supplied  those  folks  which  they  said 
they  needed.  If  you  need  x  number  of  technicians  we  will  try  to 
supply  them.  Now  they  can  hire  people  in  the  western  practice, 
make  them  their  own  employees  and  these  folks  are  ^oing  to  learn 
much  more  about  the  United  States  way  of  doing  thmgs  and  they 
are  living  in  a  better  system  to  the  extent  that  the  Chinese  exert 
less  control  over  them  as  employees. 

In  terms  of  the  301  act  of  last  year,  the  memorandum  of  under- 
standing, where  you  have  a  commitment  by  the  Chinese  to  put  all 
laws  that  would  be  in  effect  must  be  public — we  believe  that  that 
kind  of  action  cannot  be  contained  within  the  field  of  trade  and  will 
spill  over  into  the  rest  of  Chinese  society. 

So  we  are  convinced,  in  terms  of  what  we  hear  from  companies 
and  what  we  see  the  Chinese  have  agreed  to  in  the  trade  field,  that 


156 

something  very  encouraging  in  terms  of  human  rights  is  happening 
in  China. 

Chairman  Gibbons.  Ms.  Nass,  I  assume  your  members  are  prob- 
ably the  people  who  bought  that  20  billion  dollars'  worth  of  imports 
from  the  Chinese  last  year  and  probably  larger  than  that  this  year. 
Do  your  members  ever  talk  to  the  Chinese  about  improving  their 
behavior?  If  not,  they  certainly  should  be. 

Ms.  Nass.  I  can't  speak  on  behalf  of  all  members,  but  on  behalf 
of  myself  and  the  twice  a  year  I  travel  to  China,  the  dialog  we  have 
with  our  suppliers  goes  far  beyond  just  the  business  discussions  at 
hand  and  the  placement  of  orders  that  we  leave  with  them.  There 
are  social  aspects  to  the  business  that  takes  place  in  the  evening 
and  outside  of  the  working  environment. 

Our  discussions  go  beyond  true  business  into  what  is  happening 
in  the  United  States,  what  are  your  economic  opportunities,  what 
do  the  majority  of  the  people  there  feel  in  terms  of  China  MFN,  It 
is  something  that  is  very  much  uppermost  in  their  minds,  certainly 
in  the  minds  of  those  individuals  that  I  speak  with  because  of  the 
fact  that  they  do  business  with  the  United  States 

Chairman  GffiBONS.  It  seems  to  me  that  China  got  off  lucky  this 
year,  but  when  we  meet  here  next  year  there  is  going  to  have  to 
be  a  lot  of  progn^ess  on  the  part  of  the  Chinese  Grovernment  or  MFN 
is  going  to  founder.  I  am  more  worried  about  next  year  than  I  was 
about  last  year  or  the  year  before  or  5  years  before  that.  Next  year, 
unless  there  is  some  real  progress  on  the  part  of  the  Chinese  Gov- 
ernment, there  won't  be  any  MFN  and  your  purchasers  will  just 
have  to  go  to  other  Third  World  countries  and  buy  their  products. 

Motorola  will  have  to  find  other  markets,  because  there  won't  be 
any  MFN  unless  there  is  real  progress  in  this  area  by  next  year. 
This  was  a  great  move  of  the  President's  to  incorporate  the  Pelosi 
bill  into  his  policy.  We  are  kidding  ourselves  if  we  think  the  Con- 

fress  is  going  to  sit  here  in  an  election  year  and  have  the  same 
ind  of  response  in  China  that  they  have  right  now.  It  is  just  not 
going  to  happen. 

Ms.  Nass.  The  change  that  I  have  seen  in  China  since  1989  is 
greater  than  any  of  the  change  that  I  saw  from  1980  to  1989.  So 
our  continuing  on  the  path  of  trade  and  commerce,  we  believe,  will 
keep  the  dialog  open  and  will  help  in  the  human  rights  issues  and 
the  other  issues  that  we  are  here  discussing.  We  don't  believe  that 
the  removal  of  MFN  or  sanctions  or  conditions  is  going  to  achieve 
those  goals. 

Chairman  Gibbons.  I  hear  you.  I  know  you  don't  like  it.  I  am 
trying  to  tell  you  the  truth  though.  I  listen  to  the  Members  and 
know  how  they  will  vote. 

The  Pelosi  bill  passed  by  a  landslide  in  the  House  last  year.  It 
would  have  been  law  had  not  President  Bush  vetoed  it. 

Ms.  Nass.  If  we  lose  trade  with  them,  we  lose  dialog  and  we  lose 
the  leverage  that  we  have  today  to  force  these  issues  upon  them. 

Chairman  Gibbons.  I  don't  disagree  with  you,  but  unless  the 
Chinese  Government  vastly  improves  its  conduct  toward  its  people 
in  the  next  year  there  isn  t  going  to  be  MFN  for  China  any  more. 
Regardless  of  that  you  have  to  start  talking  to  those  people  and 
telling  them  like  it  is. 


157 

It  was  a  honeymoon  this  year  because  the  President  adopted  the 
Pelosi  proposal  and  he  got  a  free  year  of  MFN  out  of  it.  But  a  year 
from  now  it  will  be  different.  We  will  all  be  running  for  election. 
If  conditions  have  not  improved  vastly  in  China  by  this  time  next 
year,  if  the  balance  of  trade  has  not  improved  vastly  by  this  time 
next  year,  there  won't  be  any  MFN. 

Ms.  Nass.  And  what  will  we  have  achieved? 

Chairman  Gibbons.  The  balance  of  trade  with  China  has  got  to 
improve.  The  human  rights  position  of  China  has  got  to  improve 
or  the  Congress  will  just  say  "Mr.  President,  you  had  your  1  year 
to  work  on  them,  nothing  happened,"  bang,  there  it  goes. 

Mrs.  Pelosi  and  the  rest,  including  Mr.  Solomon,  will  get  up 
there  and  say  "We  gave  the  President  a  year  to  get  this  straight- 
ened out.  What  did  he  do?  Nothing.  The  trade  balance  is  worse. 
Human  rights  conditions  are  no  better,  maybe  worse.  Weapons  pro- 
liferation continues." 

Unless  China  improves  its  position,  China  will  lose  MFN.  I  count 
votes  here  and  talk  to  them.  I  know  how  they  are  going  to  vote  a 
year  from  now.  You  have  a  honeymoon  now  and  China  better  take 
advantage  of  it  and  you  as  business  people  better  make  the  most 
of  it  while  you  can,  because  if  you  don't,  there  just  won't  be  any 
MFN  come  this  time  next  year  because  the  President  has  bought 
a  year  by  adopting  Pelosi.  He  has  only  bought  a  year  unless  things 
change  in  China. 

Mr.  McNeill.  We  understand  what  you  are  saying,  Mr.  Chair- 
man, and  during  opportimities  that  are  from  time  to  time  made 
available  to  us  by  meetings  with  the  Ambassador  or  his  colleagues 
from  China,  we  will  try  our  best  to  impress  on  them  the  gravity 
of  the  issue  as  you  have  described  it.  It  is  our  intention  at  every 
opportunity  to  continue  to  make  the  point  that  you  are  making. 

It  is  a  very  real  point,  and  one  of  very  great  concern  to  us.  I  can 
talk  to  ECAT  member  companies,  as  I  will  in  light  of  this  conversa- 
tion, and  see  whether  or  not  in  their  day-to-day  dealings  on  main- 
land China  they  can  take  advantage  of  opportunities  that  might  be 
available  to  them  to  make  this  point  known. 

Chairman  Gibbons.  You  know,  the  shoe  caucus,  the  textile  cau- 
cus, all  the  other  caucuses  here  have  backed  off  for  a  year.  The 
human  rights  people,  the  proliferation  people,  they  are  going  to 
give  the  President  a  chance  for  a  year.  Now,  one  person  can't  do 
it  alone.  The  President  can't  do  it  alone. 

Unless  the  Chinese  Government  clearly  gets  the  message  that 
there  has  to  be  some  improvement,  there  isn't  going  to  be  any  MFN 
after  next  year. 

Mr.  Simon.  Three  years  ago  we  met  with  Vice  Premier  Tian 
Jiyun  and  leaders  of  the  Chinese  Government  and  brought  that 
message  from  you  and  from  the  committee  to  the  government  of 
Beijing.  Whether  they  heard  us  or  not,  they  certainly  listened  and 
in  the  last  3  years  conditions  have  not  gotten  worse. 

My  sense  from  what  we  see  in  the  mctories  and  business  condi- 
tions in  China,  things  have  gotten  better.  We  also  see  even  though 
emigration  is  a  touchy  point,  we  certainly  see  more  people  from 
China  coming  to  the  United  States  to  study  and  to  work  in  the 
United  States.  This  exposure  goes  a  long  way  toward  alleviating 
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some  of  the  human  rights  pressures  that  the  Chinese  Government 
tries  to  impose  upon  its  people. 

As  Congresswoman  Johnson  said  earher,  imfortunately  this  kind 
of  process  doesn't  turn  around  overnight.  Four  years  to  many  of  us 
is  a  long  time.  To  the  Chinese  who  have  been  around  for  4,000  or 
5,000  years,  4  years  is  not  a  particularly  long  periods  of  time.  I  am 
afraid  or  greatly  concerned  that  an  adverse  reaction  next  year  by 
the  Congress  would  certainly  not  help  the  situation  and  help  those 
people  who  we  are  seeking  to  help. 

If  our  concern  is  for  the  Chinese  people  in  China,  cutting  off 
trade  or  contact  is  not  going  to  alleviate  the  problem. 

Chairman  Gibbons.  I  am  not  arguing  with  you  on  that.  I  am  try- 
ing to  give  you  a  practical  lesson  in  vote  counting  around  this 
place.  I  listen  to  these  Members.  The  Chinese  Government  is  get- 
ting a  free  ride  this  year  because  the  President  adopted  Pelosi. 

They  probably  said  he  won't  really  enforce  it.  But  you  know  the 
Congress  is  really  concerned  about  the  proliferation  of  weapons, 
they  are  really  concerned  about  the  human  rights  issue,  and  yes, 
they  are  concerned  about  jobs,  but  when  they  look  at  that  imbal- 
ance of  trade  that  is  growing  now  to  $18  billion  and  probably  $25, 
$26  billion  next  year,  the  current  situation  is  unsustainable. 

This  is  not  a  threat.  It  is  just  a  prediction. 

Unless  there  is  some  vast  improvement  in  the  balance  of  trade 
and  the  human  rights,  this  is  the  end  of  the  honeymoon. 

Mr.  Simon.  I  would  like  to  address  the  issue  of  jobs,  if  I  may, 
with  regard  to  the  toy  industry.  Those  jobs  unfortunately  are  not 
coming  back  to  the  United  States  regardless  of  what  will  happen. 

I  don't  want  to  argue  the  point  with  you.  I  don't  mean  to  argue 
the  point.  I  think  the  President  has  gotten  on  the  right  track.  I 
think  the  President  by  certainly  voicing  his  concerns  and  telling 
the  Chinese  Government  he  is  going  to  be  looking  to  a  certain  num- 
ber of  areas  that  he  expects  to  see  significant  improvement  in  their 
record  over  the  coming  year,  and  as  you  have  indicated,  you  would 
like  to  see  the  administration  come  back  to  you  in  6  months,  and 
I  guess  we  would  like  to  see  the  administration  come  back  in  6 
months  also  and  see  what  kinds  of  results  have  happened  in  these 
first  6  months. 

But  I  think  it  is  important  that  the  President  be  given  the  oppor- 
tunity to  put  the  Executive  Office,  if  you  will,  the  pressure  of  the 
Executive  Office  to  bear  on  the  Chinese  Government.  I  think  you 
are  right,  in  the  past  we  have  had  the  Congress  and  the  President 
pulling  in  different  directions.  Perhaps  we  can  both  be  pulling  in 
the  same  direction. 

Chairman  Gibbons.  They  were  playing  political  games  during 
the  Bush  years.  And  now,  you  know,  there  is  no  room  for  games 
anymore.  The  Chinese  have  got  to  perform  now  more  than  they 
ever  did.  And  that  huge  imbalance  of  trade,  it  will  be  tough  to 
carry  at  election  time  next  year. 

There  is,  you  know,  with  the  Chinese  running  the  huge  imbal- 
ances with  us  and  with  the  Europeans  and  with  everybody — I  don't 
know  where  they  are  spending  that  money  or  what  they  are  doing 
with  it — but  jobs  are  still  going  to  be  an  issue  in  this  Congress  in 
the  coming  year. 
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Mr.  Simon.  We  should  look  at  the  question  of  imbalance  of  trade. 
I  think  one  of  the  things  we  sometimes  overlook  is  the  fact  that 
China  has  become  the  surrogate  manufacturer  for  Taiwan,  Korea, 
and  Hong  Kong,  and  much  of  the  sales  that  are  now  being  gen- 
erated from  exports  from  China  are  really  sales  for  Taiwan,  Ko- 
reaii,  and  Hong  Kong  interests.  And  those  factors  that  existed  in 
China,  in  China  today,  I  can  speak  specifically  for  the  handbag  and 
the  toy  industry,  5  or  6  years  ago  those  factories  were  in  Hong 
Kong  £ind  Taiwan  and  to  some  extent  in  Korea. 

Wnen  I  say  "factories,"  I  mean  the  machinery,  the  management 
and  the  capital.  And  that  capital  and  machinery  and  management 
moved  into  China  as  Hong  Kong,  Taiwan,  and  Korea  forced  low- 
level  labor  rates  out  of  their  countries.  They  weren't  interested  in 
maintaining  those  industries. 

So  we  really  haven't  seen  to  the  extent — if  you  would  bundle  the 
sales  figures  from  our — and  our  trade  balances  between  Hong 
Kong,  Korea,  Taiwan,  and  China  as  a  unit,  I  think  you  would  see 
the  figures  are  increased,  they  have  not  increased  to  the  extent  one 
would  imagine  if  you  just  looked  at  China  in  a  vacuum.  Most  or 
some  of  that  money  does  wind  up  in  Hong  Kong,  Taiwan  and 
Korea.  It  doesn't  all  end  up  in  China. 

Mr.  Morris.  With  respect  to  your  plan  to  have  another  hearing, 
say,  6  months  out,  I  very  much  hope  that  you  will  also  include  the 
business  concerns  then,  because  I  think-not  only  concerns,  but 
what  they  can  bring  to  the  table.  We  will  do  our  best  to  give  you 
more  than  simply  a  trade  association  representative. 

My  point  is  that  American  companies'  interest  in  China  is  just 
exploding.  I  myself  made  a  trip  to  the  Midwest  a  few  months  ago. 
I  was  supposed  to  talk  about  NAFTA.  Everybody  iust  wanted  to 
talk  about  China.  They  are  looking  to  the  future  where  they  have 
great  opportunities.  But  the  overhang  of  political  risk  is  a  threat 
there  and  slows  them  down. 

Whether  or  not  we  can  get  rid  of  Jackson-Vanik,  we  need  to  take 
into  account  that  this  annual  drill  actually  drives  the  trade  deficit. 
On  the  one  hand,  it  inspires  the  Chinese  to  push  out  product  as 
fast  as  they  can  because  they  are  under  threat  of  losing  access  to 
the  U.S.  market.  On  the  other  hand,  it  slows  down  Americans  who 
would  be  likely  to  invest  in  the  hope  of  exploiting  opportunities  in 
China  because  they  fear  that  investment  may  be  made  worse  by  a 
decision  in  Washington. 

So  I  think  we  have  to  factor  in  this  understanding  that  no  one 
wants  to  do  something  about  the  trade  balance  more  than  the  NAM 
does.  So  I  come  back  to  the  plea  that  when  you  review  this  ques- 
tion in  6  months,  you  g^ve  business,  as  you  have  today,  a  chance 
to  explain  how  they  see  China  at  that  time. 

Chairman  Gibbons.  Well,  we  will  probably  have  another  hearing 
in  6  months,  because  I  am  really  worried  about  what  is  going  to 
happen  around  here  in  12  months.  We  have  got  to  have  some 
progress  that  we  can  begin  to  talk  about  it,  including  release  of  dis- 
sidents, better  treatment  of  people  over  there,  stoppage  of  the  pro- 
liferation of  the  sale  of  weapons  technology  and  weapons,  nuclear 
missiles,  things  of  that  sort. 

Something  nas  got  to  be  done  about  the  huge  trade  imbalance. 
That  is  a  must. 
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Next  year,  the  election  is  going  to  be  about  jobs.  The  election  is 
going  to  be  about  the  U.S.  economy,  not  about  the  world  economy. 
It  will  be  about  the  U.S.  economy,  and  the  issues  are  going  to  be 
much  more  highly  focused  than  they  are  now. 

All  the  Members  of  this  House  run  next  year.  All  of  them  run 
next  year.  That  is  where  we  have  got  to  fight  the  battle  next  year. 
Has  there  been  something  done  about  the  trade  imbalance?  Has 
there  been  something  done  really  about  the  human  rights  issues 
over  there?  Is  there  something  being  done  about  weapons  prolifera- 
tion? 

If  the  answer  to  all  of  those  is  in  the  negative,  goodbye,  MFN, 
as  far  as  Congress  is  concerned.  And  I  doubt  the  President  would 
veto  it. 

Mr.  YouNTS.  Ambassador  Lord  mentioned  this  morning  the  offi- 
cial position  and  the  informal  position  tend  to  be  a  little  consistent, 
yet  different  in  the  sense  that  the  formal  position  is  that  no  ties 
can  be  inspected  China.  Unofficially,  in  my  discussions  in  the  last 
couple  of  weeks,  having  just  come  back  from  a  couple  of  weeks'  trip, 
there  would  indicate  the  openness  and  the  willingness  to  dialog, 
and  I  understand  there  is  a  task  force  being  set  up  by  the  adminis- 
tration and  Congress  to  do  that. 

If  there  is  any  way  that  industry,  and  particularly  Motorola — we 
would  love  to  be  able  to  sit  on  that  task  force  and  assist.  Obviously, 
it  is  going  to  take  an  effort  on  both  our  parts  to  make  the  kind  of 
progress  that  is  being  talked  about.  I  think  we  all  have  the  same 
objective.  Let's  not  make  us  go  through  this  activity  again  12 
months  from  now. 

Obviously,  it  is  a  detriment.  We  are  going  ahead.  Obviously  we 
are  not  going  to  give  China  to  the  other  competitors  and  the  other 
nations.  So  we  will  look  at  ultimate  sourcing  activities  to  provide 
a  share  of  that  marketing  activity  to  include  local  investment.  That 
is  not  the  direction  we  would  like  to  take,  obviously. 

So  one  of  the  concerns  that  we  have  is  local  jobs  and  continuity 
of  supply,  and  being  a  good  trading  partner  in  China  is  very  kev 
to  China  and  is  really  key  to  any  customer  any  place  in  the  world. 
Continuity,  supply,  and  good  relationships  are  one  of  the  key  buy- 
ing decisions. 

So  we  are  concerned  about  tying  MFN  with  the  other  things,  that 
we  will  certainly  help  solve  this  problem. 

Chairman  Gibbons.  I  understand  that  the  MFN  issue  is  not 
going  go  away.  Jackson-Vanik  isn't  going  to  go  away.  Nobody  is 
goiin^  to  stand  up  to  the  Jewish  lobby  on  that  question  and  repeal 
it.  They  want  it  because  they  are  afraid  of  what  may  happen  in  the 
former  U.S.S.R.  So  it  is  going  to  be  here.  And  it  has  been  trans- 
formed into  being  all  the  other  things  that  it  has  become.  And  that 
is  where  we  are. 

Mr.  Matsui. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman.  I  would  hope  that  all 
five  of  you  understand  what  the  chairman  has  said. 

I  have  been  one  that  happens  to  agree  that  the  continuation  of 
trade  with  China  and  the  opening  that  occurred  back  in  the  mid- 
1970s  when  President  Carter  formalized  the  relationship  has  re- 
sulted in  opening  up  China  and  causing  the  liberalization  that  we 
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have  seen.  And  I  think  continuing  the  trade  relation  will  continue 
to  liberalize  China  over  a  period  of  time. 

I  disagree  with  those  who  think  it  is  going  to  require  other 
things.  With  the  mass  communications,  with  the  Chinese  coming 
here  and  visiting  this  country  and  going  back  home,  they  really 
have  a  taste  of  what  democracy  is  all  about.  It  probably  was  the 
relationship  that  was  established  in  the  late  1970s  that  created 
and  set  the  stage  for  Tiananmen  and  will  continue  to  be  a  positive 
influence  on  the  Chinese. 

You  can  see  what  has  happened.  They  are  trying  to  move  toward 
a  marketplace  economy  even  though  their  political  system  is  very 
repressive.  Ultimately  the  economic  system  is  going  to  overtake 
that  political  system.  It  is  just  going  to  happen.  Whether  they  w£int 
it  or  not,  it  is  going  to  happen,  but  it  is  going  to  take  some  time, 
and  we  want  to  be  patient.  But  we  don't  want  to  be  overly  patient. 

What  I  think  the  chairman  is  saying  is  that  we  finally  have  con- 
ditions. Each  year  you  have  been  able  to  get  protection,  either 
through  a  Presidential  veto  or  the  Senate  would  sustain  the  veto. 
Now  you  have  conditions.  The  gun  is  loaded,  and  that  means  that 
over  the  next  12  months  it  is  going  to  be  much  different  than  the 
last  12  months  or  the  last  4  years.  As  a  result  of  that,  there  is 
going  to  have  to  be  a  lot  more  work  with  respect  to  the  Chinese. 

I  suspect  that  in  May  of  1994  the  President  isn't  going  to  sit  back 
and  say  that  meaningless  or  negligible  progress  is  the  equivalent 
of  the  required  substantial  progress  as  set  forth  in  the  Executive 
order.  I  don't  think  he  is  going  to  do  that  because  I  don't  believe 
he  wants  to  do  that.  I  think  he  wants  to  make  sure  that  his  Execu- 
tive order  means  something. 

And  second,  the  Members  of  the  House  will  be  watching  the  situ- 
ation very  carefully,  as  can  you  well  imagine,  to  make  sure  these 
conditions  are  fulfilled.  So  to  some  extent  you  are  in  jeopardy.  And 
I  think  that  whole  trade  relationship  is  in  jeopardy. 

Again,  it  is  unthinkable  that  we  would  actually  pull  MFN  status. 
I  have  talked  to  Members  and  I  know  the  chairman  has,  as  many 
Members  have  approached  him  about  it  on  this  issue.  But  this  mat- 
ter is  one  that  will  not  go  away,  and  if  conditions  aren't  fulfilled, 
you  are  going  to  see  the  Members  become  very,  very  unhappy  and 
react. 

And  again,  1994  is  an  election  year.  So  I  would  caution  you  that 
this  is  much  different  now  than  it  was  last  year  or  the  year  before. 
You  have  got  a  much  different  situation  for  yourselves  and  your  re- 
spective businesses. 

And  let  me  make  one  other  observation,  too,  that  I  have  been 
thinking  about  for  the  last  3  years.  And  I  am  going  to  say  it  even 
though  the  five  of  you  are  not  culpable  in  this  area.  In  fact,  I  don't 
know  who  has  been  kind  of  the  leader  force,  whether  it  is  one  indi- 
vidual or  a  group  of  individuals  or  a  group  of  businesses.  But  you 
only  work  one  side  of  the  House  or  Senate  and  not  the  other,  you 
are  playing  with  fire.  And  for  3  years,  you  all  play  the  economy  of 
scale,  but  we  will  go  on  the  Senate  side,  we  will  make  sure  we  have 
enough  votes  so  that  we  can  sustain  the  veto.  Let's  not  worry  about 
the  House,  and  let  the  House  Members  hang  out.  No  education  was 
done,  no  talking  to  House  Members  about  the  impact  of  your  busi- 
ness or  the  impact  in  terms  of  what  MFN  status  really  meant  to 
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liberalization  of  the  Chinese  political  system.  And  as  a  result  of 
that,  you  left  basically  the  Members  of  the  House  in  a  position 
where  we  haven't  been  given  the  knowledge  and  the  education  that 
the  Senators  have  had. 

And  things  change.  We  have  a  new  President  now.  We  have  dif- 
ferent djmamics.  But  I  think  it  was  a  business  mistake  on  behalf 
of  the  private  sector,  a  stupid  mistake,  frankly,  on  behalf  of  the  pri- 
vate sector  to  only  work  one  side  of  the  institution  and  not  the 
other.  We  are  a  coequal  branch  of  the  Congress.  You  would  expect 
that  you  would  make  sure  that  both  sides  are  involved  in  this,  be- 
cause you  never  can  be  assured.  And  I  know  some  of  you  felt  that 
they  should  have  been  working  both  sides,  but  I  thought  it  was 
very  stupid  on  the  part  of  whoever  made  that  decision.  That  per- 
son, or  those  groups  of  people,  shouldn't  be  involved  in  continuing 
the  decisionmaking  process  over  the  next  12  months. 

Mr.  Simon  and  I  had  discussions  about  this,  and  that  is  why  he 
is  smiling  somewhat,  because  I  know  he  shared  my  concern.  And 
I  probably  shouldn't  reveal  his  private  feelings  about  the  situation. 

I  would  like  to  ask  Mr.  Younts  a  question  in  view  of  the  fact  that 
he  represents  one  company.  Motorola  here.  It  may  be  somewhat  ir- 
relevant now  by  asking  this  question  given  the  larger  picture  we 
have  been  discussing,  but  I  would  like  to  know,  assuming  for  a  mo- 
ment that  the  MFN  status  was  revoked  in  1994,  as  an  exporter  of 
your  telecommunications  equipment  to  the  Chinese,  what  would 
you  do? 

I  would  imagine,  because  MFN  doesn't  prevent  you  from  invest- 
ing in  China,  you  would  just  open  up  plants  over  there  and  close 
plants  here  in  order  to  continue  in  the  market  there.  Is  that  right? 
It  would  just  make  sense  from  an  economic  point  of  view  that  you 
would  do  that.  So  we  would  lose  jobs  here  and  create  jobs  in  China. 

That  is  just  my  observation.  Is  that  what  would  happen? 

Mr.  Younts.  That  is  basically  what — it  will  really  determine,  in 
the  case  of  China,  the  specific  question,  the  market  is  so  large  and 
has  such  an  impact  we  believe  strategically  for  the  greater  China 
and  even  beyond,  eastern  Russia,  Mongolia  and  so  forth,  the  mar- 
ket is  too  big,  is  too  important,  that  we  would  have  to  as  a  com- 
pany maintain  a  presence  in  China  or  we  would  lose  a  competitive 
world  position  against  our  European  and  particularly  Japanese 
competitors. 

So  we  would  have  to  find  other  channels  to  source  our  product. 
In  China,  one  would  be  local  investment  in  China  itself,  or  finding 
increasing  activities  in  Malaysia  or  in  Europe  or  in  the  locations 
outside  of  the  United  States  to  source  from  that  location. 

Hopefully,  it  wouldn't  in  fact  shut  down  operations  in  the  States 
because  we  are  basically  talking  delta  for  the  most  part,  but  there 
would  be  some  short-term  impact,  more  than  likely,  if  it  were  to 
happen  all  at  once.  Obviously  it  is  going  to  be  a  gradual  thing,  so 
hopefiilly  we  will  be  able  to — it  will  probably  not  reduce  jobs  in  the 
United  States,  but  in  the  longer  term  it  would  reduce  the  addi- 
tional iobs  in  the  United  States  created  by  a  market  we  think 
would  be  worth  billions  of  dollars  to  our  company  in  the  next  10 
to  15  years. 
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Mr.  Matsui.  In  other  words,  the  growth  of  jobs  in  this  country 
wouldn't  be  as  gpreat;  it  would  be  transported  to  one  or  the  other 
countries  in  the  Far  East? 

Mr.  YOUNTS.  Exactly,  and  one  of  the  locations  for  it,  depending 
on  the  risk  analysis  we  would  have  to  do,  certainly  China  would 
be  high  on  the  list  of  that  investment. 

Mr.  Matsui.  Mr.  Morris,  is  that  what  you  would  believe,  too? 

There  is  no  question  that  in  the  1990s  the  Chinese  will  continue 
to  want  more  manufacturing  goods  from  the  United  States  and 
other  countries.  I  imagine  that  many  of  the  countries  that  export 
to  China  would  probaoly  do  what  Motorola  suggests  they  would 
have  to  do  economically  in  that  case.  Is  that  your  analysis? 

Mr.  Morris.  I  guess  my  analysis  a  little  less  sanguine.  Because 
there  are  companies,  and  you  are  all  familiar  with  the  more  famous 
examples  like  the  Boeings,  which  our  people,  to  make  that  quick 
jump,  are  high  targets,  are  talking  about  a  $40  billion  market  over 
the  next  20  years. 

And  I  think  we  would  have  a  very  dramatic  summer  in  the  sum- 
mer of  1994  if  we  were  to  cut  off  MFN,  in  which,  if  you  will  forgive 
me  for  being  blunt,  the  debate  will  quickly  shift.  We  might  never 
question  our  decision,  but  if  the  United  States  cut  off  MFN,  we 
would  be  dealing  with  consequences  almost  immediately,  in  a  broad 
array  of  industries.  And  the  problem  is  that  not  everybody  can 
shift,  because  the  Chinese  to  the  degree  they  wish  to,  they  can  ei- 
ther be  blind  to  Motorola's  national  identity  if  they  so  choose,  or 
they  can  recognize  it  and  punish  them  further  by  not  buying  from 
them  even  if  they  are  selling  in  Malaysia  or  someplace  else. 

I  think  we  have  to  consider  that  while  we  talked  about  not  want- 
ing to  isolate  China,  and  I  realize  this  is  a  little  bit  of  a  melodra- 
matic statement,  but  I  don't  necessarily  think  it  is  an  inappropriate 
one,  we  have  to  worry  about  isolating  ourselves.  China  is  a  very 
large  market,  and  no  one  shares  our  propensity  to  cut  off  economic 
relations,  neither  Europe  nor  Japan  nor  the  rest  of  Asia  or,  for  that 
matter,  Latin  America. 

Therefore,  we  in  a  sense  begin  to  lock  ourselves  out  not  only  of 
direct  trade  with  China  but  even  other  trade.  If  we  look  at  what 
has  happened  under  the  Export  Control  Act,  for  example,  where 
many  people  in  Western  Europe  stopped  using  U.S.  supplies  be- 
cause— ^inputs,  because  they  were  selling  to  controlled  destinations. 
In  other  words,  you  are  making  a  product  in  the  United  Kingdom 
which  the  United  Kingdom  allows  to  be  sold  to  Poland  that  we 
might  not  allow  to  be  sold  there.  But  the  U.S.  input  couldn't  go  to 
Poland.  So  the  United  Kingdom  said,  the  United  Kingdom  company 
says,  listen,  I  don't  have  to  figure  out  where  all  my  products  are 
going;  we  will  just  have  one  source  of  supply,  we  will  buy  from 
Japan. 

The  same  thing  would  be  true  for  a  Western  European  country 
using  U.S.  inputs  selling  to  China.  It  might  not  want  to  use  Amer- 
ican input  for  fear  of  the  fact  that  that  is  going  to  cause  problems 
with  the  Chinese  authorities. 

So  you  end  up  with  a  colossal  problem.  We  are  talking  something 
of  an  enormous  scale  when  you  threaten  MFN,  which  is  not  the 
same  case  when  you  threaten  selected  products  in  the  course  of. 
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say,  a  301  trade  dispute  that  is  serious  but  nowhere  near  the  mag- 
nitude of  an  MFN  withdrawal. 

Mr.  Matsui.  I  would  like  to  thank  all  five  of  you.  Again,  as  the 
chairman  has  said,  whether  ycu  like  it  or  not,  this  thing  is  here. 
We  each  have  different  opinions.  Everybody  has  a  different  opinion 
how  you  achieve  the  goals  that  I  think  everybody  shares  here.  And 
it  will  require  efforts  on  your  part  to  try  to  liberalize  the  situation. 

I  would  like  to  make  one  final  observation  as  well.  To  some  ex- 
tent you  are  disadvantaged  because  you  speak  for  the  private  sec- 
tor. People  say,  gee,  you  are  jeopardizing  human  rights  in  exchange 
for  the  bottom  line.  I  don't  agree  with  that,  because  I  have  spoken 
with  people  at  the  Brookings  Institute  like  Harry  Harding,  who  has 
no  economic  interest  in  this  issue,  but  he  is  a  China  expert,  and 
almost  all  of  them  have  said  that  if  you  want  to  further  democracy, 
vou  have  to  continue  trade,  and  commerce  with  China.  The  way  to 
keep  an  authoritarian  government  over  there  is  to  try  to  isolate. 

So  your  interest  is,  I  believe,  si^ificantly  consistent  with  where 
I  think  the  whole  issue  of  liberalization  of  the  political  system  is 
going.  But  nevertheless  we  do  have  these  conditions  now,  and  I 
think  we  want  to  get  behind  them,  because  they  are  the  only  game 
in  town,  and  you  have  a  lot  of  work  to  do. 

So  again,  thank  you. 

Mr.  Neal.  Thank  you,  Mr.  Chairman. 

The  members  of  the  panel,  you  all  seem  to  abhor  human  rights 
violations  in  China,  but  you  really  don't  seem  as  though  you  want 
to  do  much  about  it  other  than  let  the  market  take  its  course.  Is 
that  your  point? 

Ms.  Nass.  I  think  we  are  doing  something  about  it.  I  think  by 
continuing 

Mr.  Neal.  You  are  not  going  to  do  something  at  cocktail  parties, 
I  can  tell  you  that. 

Ms.  Nass.  Not  at  a  cocktail  party,  but  there  is  some  discussion 
that  takes  place  out  of  the  working  environment  that  does  go  back 
to  the  state  government.  I  mean,  we  speak  with  people  that  are 
doing  business.  Some  of  them  are  state  enterprise,  some  of  them 
are  private  enterprises.  Our  views  and  our  opinions  are  not  just 
held  within  the  discussion  between  the  two  of  us.  They  go  far  be- 
yond the  two  of  us. 

The  first  question  I  am  asked,  literally,  every  time  I  make  a  trip 
over  there,  is,  what  is  our  position  with  the  U.S.  Government? 
They  are  aware.  And  yes,  by  keeping  a  certain  amount  of  pressure 
on  the  issue,  by  keeping  it  publicized,  and  by  having  these  debates 
has  done  some  good. 

We  just  don't  believe  that  revocation  of  MFN  or  the  condition- 
ality  of  it  will  really  bring  us  anything  more  than  allowing  it  to 
happen  with  some  market  conditions  and  the  discussions  that  take 
place. 

Mr.  Simon.  Congressman,  if  I  may  pick  up  on  that  a  little  bit, 
I  think — also  I  agree  that  we  are  doing  something.  In  fact,  I  think 
that  the  business  community  probably  has  done  more  to  further 
human  rights  in  China  than  any  other  group  has.  And  if  I  may, 
it  was  mentioned  earlier  about  when  you  travel  into  China  from 
Hong  Kong  heading  toward  Guangchow,  you  see  all  the  television 
antennas  on  these  huts  and  villages,  all  pointed  at  Hong  Kong. 
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Now,  one  of  the  focal  points  of  human  rights  is  free  access  to 
communications,  international  communications,  into  China.  That  is 
occurring,  and  it  is  occurring  because  the  people  in  south  China 
have  acquired  enough  income  that  they  can  buy  television  sets, 
that  they  can  buy  radios,  high-power  receivers,  that  they  can  re- 
ceive the  spoken  word,  if  you  will,  from  Hong  Kong. 

These  people  also,  because  of  the  economic 

Mr.  Neal.  If  I  lived  in  Hong  Kong,  I  would  be  nervous. 

Mr.  Simon.  Absolutely.  But  there  are  some  assurances,  but  they 
are  nervous.  But  people  in  south  China  who  are  currently  at  the 
head  of  an  economic  train  that  is  just  barreling  ahead,  if  the  Chi- 
nese economy  is  growing  at  13  or  15  percent,  the  economy  in  south 
China  must  be  growing  at  twice  that  rate.  Well,  south  China  has 
become  extremely  accessible  to  thoughts  and  ideas,  our  thoughts 
and  ideas,  the  thoughts  and  ideas  of  the  West. 

South  China  has  become,  I  believe,  and  when  you  speak  to  busi- 
ness people  who  come  back  from  south  China,  an  area  that  is  as 
close  to  Hong  Kong  in  terms  of  economic  and  cultural  and  social, 
if  not  in  political  reality  as  any  place  in  Asia.  And  I  think  that  we 
are  moving  in  that  direction.  Obviously  we  can't  do  it  by  ourselves 
and  we  can't  do  it  overnight. 

But  if  we  cut  oflF  south  China  and  those  people  go  from  going  up 
in  the  economic  scale  to  going  straight  down  because  they  lose 
those  hundreds  or  thousands  of  millions  of  jobs  on  exports  to  the 
United  States,  the  Chinese  Government  is  going  to  take — it  is  not 
their  fault,  it  is  the  Americans'  fault  that  we  instituted  this  action, 
we  are  the  ones  that  initiated  this.  And  all  the  goodwill  we  have 
gotten  over  the  past  20  years  is  going  to  go  by  the  boards. 

A  Congressman  recognized  today  this  is  a  process  that  will  take 
us  years  to  finally  achieve,  but  we  are  going  to  achieve  it.  The 
achievement  of  human  rights  and  democracy  for  China,  when  we 
have  45,000  or  50,000  Chinese  students  every  year  coming  out  of 
our  universities,  Chinese  university  students  going  back  to  China, 
they  are  going  to  be  the  leaders  in  20  years.  They  are  going  to  be 
the  bureaucrats,  the  technocrats,  the  managers  of  companies.  They 
will  know  in  a  democratic  society  that  things  are  better  economi- 
cally. 

Mr.  Neal.  Etched  in  the  memory  of  the  American  people  is  the 
young  man  who  stood  in  front  of  that  tank  some  years  back.  I  think 
that  captures  our  attention  even  now,  when  we  think  of  it.  And  I 
g^ess  he  was  just  a  citizen. 

I  am  reminded  of  the  fact  that  the  Japanese  still  don't  seem  to 
take  us  terribly  seriously  in  trade.  Kuwaitis  still  haven't  had  free 
elections  yet,  despite  our  best  efforts  to  prod  them  in  that  direction. 

And  I  am  wondering  how  seriously  the  Chinese  take  us.  If  they 
continue  along  the  line  of— the  third  largest  economy  in  the  world 
now,  and  a  generous  trade  imbalance  with  the  United  States,  I  just 
want  to,  in  my  own  mind,  understand  that  we  are  not  rewarding 
totalitarianism,  I  hope. 

Mr.  Simon.  I  think  most  of  the  benefit  goes  to  the  people.  I  don't 
see  it  going  to  the  leaders  in  Beijing.  I  think  the  people  who  live 
in  south  China  are  far  away  from  the  regime  and  the  central  gov- 
ernment. 
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Mr.  Neal.  Except  there  is  a  lot  of  trampled  expression.  They 
deny  the  opportunity  for  the  people  to  assemble. 

Mr.  Simon.  But  in  1989,  I  have  said  this  before  and  I  think  I 
have  said  this  to  Congressman  Matsui,  what  is  amazing  to  me  at 
the  time  that  for  3  months  the  students  of  Beijing  in  effect  held 
the  government  of  Beiiing  hostage  before  these  people  made  the 
wrong  move  of  doing  what  they  did.  But  it  was  only  because  of  the 
fact  that  we — they  had  reached  a  point  of  some  economic  move- 
ment, some  economic — in  the  context  that  they  had  and  the  open- 
ness, we  had  CNN  there,  we  had  ABC  in  Beiiing,  all  these  things, 
and  yes,  the  Chinese  didn't  know  what  to  do  because  they  had  the 
world  looking  at  them. 

Mr.  Neal.  Would  you  have  them  there  today  if  the  same  sort  of 
uprising  took  place? 

Mr.  Simon.  I  don't  know  if  we  would  have  them  there  today,  but 
I  think  in  a  few  more  years  we  would  have  them  there  again.  They 
are  there  now,  but  not  to  the  same  extent. 

Mr.  YOUNTS.  Congressman,  if  I  may,  I  go  to  China  quite  often 
and  usually  stay  a  couple  of  weeks  at  a  time  on  a  4-month  basis. 
In  the  last  2V2  half  years  I  have  been  going  there,  I  have  seen  re- 
markable progress.  I  see  almost  no  Mao  uniforms  anymore. 

I  spent  3  days  in  the  northern  part  of  China,  people  are  walking 
around  in  Western  clothes.  I  watched  an  NBA  game  in  the  hotef 
I  see  stores  being  turned  over  to  private  enterprise.  There  is  an 
enormous  amount  of  progress  going  on  in  China  that  most  people 
don't  realize. 

Obviously  there  is  a  concern  on  human  rights.  We  think  we  are 
doing  something.  Obviously  ours  is  a  slow  process.  It  is  going  to  be 
an  evolution,  not  a  revolution,  if  it  is  done  by  business.  We  are 
going  to  train,  we  are  going  to  educate,  we  are  going  to  show  by 
example,  but  that  is  going  to  take  years,  not  days.  I  don't  think  it 
is  going  to  be  done  in  12  months  if  it  is  left  up  to  us  to  kind  of 
lead  the  way  and  show  the  way. 

I  think  China  has  got  a  big  problem.  I  talked  to  a  guy  the  other 
night  who  said,  if  we  let  it  go,  we  will  have  50  million  people  mov- 
ing to  Beijing  and  camping  in  tents  and  starving  to  death  outside 
our  city.  We  have  to  keep  control.  Eight  hundred  million  are  still 
starving  to  death.  What  would  you  do  in  a  situation  like  this?  I 
don't  have  an  answer.  I  think  we  need  think  about  their  problems 
as  well  as  ours. 

Mr.  Neal.  Just  one  last  question.  Earlier,  the  Washington  direc- 
tor of  Asia  Watch,  a  human  rights  organization,  proposed  the  es- 
tablishment of  a  code  of  conduct  for  doing  business  in  China.  Do 
your  organizations  have  any  position  on  this?  Or  have  you  already 
espoused  them? 

Mr.  Morris.  I  guess  I  will  be  bold  enough  to  reply,  sir,  that  I  do 
not  believe  it  would  be  a  good  idea.  American  companies,  most  of 
them  have  their  own  very  honorable  codes  of  conduct.  They  already 
have  significant  U.S.  laws  to  abide  by. 

But  it  is  often  a  disadvantage  to  formalize  such  codes.  For  one 
reason,  it  may  be  difficult  for  companies  to  comply,  and  moreover, 
you  will  find  that  one  way  or  another  it  can  be  used  by  a  competi- 
tor to  your  disadvantage. 
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That  was  certainly  the  case  with  the  Foreign  Practices  Act.  We 
know  we  lost  many  sales  in  the  Mideast  because  it  was  said  by  the 
Japanese  competitor,  Listen,  we  can  do  things  that  American  com- 
panies can't. 

I  am  not  suggesting  improper  conduct,  but  I  am  suggesting  the 
more  weight  you  put  on  American  industry,  the  less  likely  it  is  to 
be  successful  internationally. 

I  come  back  to  the  point  that,  if  you  accept  a  greater  global  econ- 
omy with  serious  global  competition,  you  are  probably  doing  a  dis- 
service to  people  who  want  to  be  employed  in  America  and  earn  a 
good  living  here  if  you  put  new  burdens  on  U.S.  companies. 

Mr.  Neal.  Before  we  close  on  this,  the  American  ideal  appears 
to  be  in  grand  triumph  across  the  globe.  People  are  attempting  to 
emulate  that  ideal.  Aiid  the  thought  occurs  to  me  that  we  still  hold 
that  trump  card  for  the  world.  And,  you  know,  those  dissidents  at 
Tiananmen  Square  a  few  years  ago,  they  were  quoting  Mr.  Jeffer- 
son and  Mr.  Madison,  and  we  ought  not  to  diminish  that  fact  this 
afternoon  as  we  debate  profit  as  well. 

I  understand  the  argument  you  are  making  today  and  I  am  will- 
ing to  give  President  Clinton  that  additional  vear,  and  I  also  un- 
derstand that  perhaps  with  some  economic  reforms,  we  will  see  or 
witness  democratic  reforms  as  well.  The  two  appear  to  be  tied  to- 
gether across  the  globe. 

I  hope  we  don't  leave  here  today  with  the  thoiight  that  somehow 
this  issue  is  going  to  go  away,  because  I  think  Chairman  Gibbons 
has  accurately  depicted  what  will  happen  a  year  from  now. 

Ms.  Pelosi  has  certainly  garnered  a  good  amount  of  credibility  on 
this  issue.  If  she  is  willing  to  give  President  Clinton  a  chance,  I 
certainly  am,  but  I  think  we  ought  to  be  mindful  of  what  the  ulti- 
matum may  be  just  12  months  from  now  if  we  are  not  able  to  bring 
them  to  support  a  resolution  on  some  of  these  issues. 

I  don't  have,  by  the  way,  in  this  institution  a  reputation  for  being 
terribly  radical.  I  can  assure  you  of  that. 

Thank  you. 

Chairman  Gibbons.  Mr.  Hoagland. 

Mr.  Hoagland.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  all  five  of  you  for  having  come  and  shared  your 
thoughts  with  us  this  afternoon.  I  think  clearly  all  of  us  in  this 
room  have  the  same  objective,  and  that  is  to  make  China  as  open, 
as  democratic  a  society  as  possible,  and  also  to  see  the  Chinese 
standard  of  living  increase  as  quickly  as  possible.  That  is  certainly 
in  our  interest. 

The  experience  we  had  with  the  boat  people  last  week  certainly 
illustrates  the  fact  that  it  is  in  our  interest,  with  respect  to  the 
Chinese,  every  bit  as  much  as  it  is  with  respect  to  the  Hispanics, 
that  we  improve  their  standard  of  living. 

President  Salinas  has  said  repeatedly,  take  our  products  or  our 
people,  and  we  may  soon  be  in  that  situation  with  China,  the  way 
these  massive  boats  are  coming  across  the  ocean. 

In  any  event,  I  think  it  is  clear  we  have  the  same  objectives.  The 
only  dispute  is,  do  we  get  there  quickest  by  fostering  the  growth 
of  mutual  trade  relations  between  the  two,  or  by  forcing  Govern- 
ment imperatives  on  the  Chinese,  our  Government  imperatives  on 
their  Government  and  on  their  people  using  trade  as  leverage. 
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I  guess  my  bias  is  that  we  will  do  a  lot  better  strengthening 
trade  relations.  And  the  quicker  that  Motorola  and  other  companies 
can  grow  and  establish  economic  ties  to  China,  why,  the  more 
quickly  that  society  is  going  to  liberalize. 

I  am  very  interested,  Mr.  Younts,  in  your  personal  observations 
as  you  see  this  quickening  of  democracy.  It  sounds  like  it  is  appear- 
ing before  your  eyes  when  you  visit  China. 

We  have  earlier  discussed  the  historical  analogies  in  Cuba  and 
Iraq.  I  can  think  examples  of  where  isolation  hasn't  worked.  We 
have  isolated  Cuba  since  the  early  1960s,  and  their  people  are 
much  the  worse  for  it,  and  I  don't  see  that  Castro's  grip  has  been 
weakened  at  all  that.  It  appears  to  be  the  case  in  Iraq  as  well.  Sad- 
dam Hussein  seems  to  have  even  more  control  over  his  people  now 
than  he  did  a  couple  of  years  ago.  So  clearly  the  extreme  isolation 
doesn't  work. 

I  really  doubt  that  any  trade  sanctions  imposed  by  America  have 
a  lot  to  do  with  what  happened  in  the  Soviet  Union  the  last  5 
years.  And  I  really  doubt  if  China  in  the  next  5  to  10  years  goes 
through  that  kind  of  democratizing  process.  And  it  sound  like  that 
might  very  well  happen. 

I  doubt  that  any  trade  sanctions  we  would  be  inclined  to  oppose 
would  affect  that.  What  is  going  to  affect  that  is  opening  up  the  so- 
ciety as  much  as  possible  using  trade  and  business  contacts  as  a 
wedge. 

So  I  guess  the  issue  really  is,  can  we  best  bring  about  an  open 
society  through  additional  trading  contacts  or  through  some  sort  of 
Government  intervention.  And  I  would  be  interested  in  each  of 
your  views  on  that  question,  because  that  is  really  what  we  are 
talking  about  here,  I  think,  isn't  it? 

Mr,  Younts,  do  you  want  to  begin  with  your  experience  with  Mo- 
torola? 

Mr.  Younts.  I  guess  the  message  here  would  be  consistent  with 
all  of  us.  We  believe  ultimately  that  trade  is,  although  a  short — 
a  longer,  maybe,  process,  it  is  the  better  process,  I  think  China  has 
alternatives. 

We  are  a  little  bit  naive  if  we  think  even  if  we  stop  MFN,  that 
is  really  going  to  force  China  to  do  things  differently.  There  are  a 
lot  of  people  who  want  to  do  trade  with  China  and  would  be  mar- 
kets for  China,  I  would  ask  the  question,  do  they  really  need  us  by 
the  end  of  1994? 

We  have  to  be  careful  that  we  are  not  going  to  just  isolate  us  as 
opposed  to  isolate  them,  which  was  a  point  made  by  one  of  my  col- 
leagues. 

I  think  we  need  a  combination  of  both,  frankly.  I  think  we  need 
to  push — I  think  as  Congressman  Matsui  said,  we  have  got  it,  it 
is  there,  let's  see  how  we  can  work  together  over  the  next  year, 
hopefully  so  that  we  remove  it  from  the  MFN  situation  as  we  go 
into  1994  discussions  and  get  it  behind  us. 

Trade,  obviously,  is  the  better  way  to  go  than  Government  action. 

Mr,  Morris,  I  would  associate  myself  with  Mr,  Younts's  remarks, 
except  to  add  that  if  you  want  to  further  American  values  any 
place,  the  key  is  to  be  engaged.  The  principal  mechanism  for  being 
engaged  is  commerce.  If  you  cut  off  commerce,  you  cut  off  engage- 


169 

ment.  There  is  no  way  to  further  your  values  if  you  are  not  en- 
gaged. 

Ms.  Nass.  I  am  obviously  going  to  be  in  agreement  with  both  of 
those  gentlemen.  And  I  am  also  going  to  say  you  are  correct,  there 
IS  no  free  press  in  China.  We  are  the  free  press.  We  bring  in  the 
news. 

CNN  is  only  in  the  south.  That  is  the  only  part  of  the  country 
that  is  open  to  CNN.  Until  maybe  3  years  ago  it  was  only  available 
m  the  hotels  so  that  most  of  the  people  didnt  have  the  opportunity 
to  see  those  views. 

We  bring  those  views  in,  whether  it  be  by  conversation  or  by 
newspapers  or  journals  that  we  bring  with  us  or  by  faxes  that  take 
place  between  us.  But  we  are  the  free  press. 

Mr.   HOAGLAND.   It  is  not  MFN,  trade   sanctions  that  brought 
about  these  changes. 
Ms.  Nass.  I  am  sorry. 

Mr.  HOAGLAND.  It  is  not  trade  sanctions  that  have  brought  about 
this  opening  progress. 

Ms.  Nass.  No,  I  am  not  suggesting  it  wasn't  a  combination  of 
both,  but  I  am  saying  you  are  right,  there  is  no  free  press  there, 
but  we  bring  a  lot  of  free  press  with  us  when  we  travel  for  com- 
merce and  trade. 

Mr.  Hoagland.  And  the  increase  if  free  press  that  we  are  seeing 
has  not  a  whole  lot  to  do  with  Government  action  on  our  part.  It 
has  had  to  do  with  just  the  natural  evolution  of  things. 
Ms,  Nass.  Correct. 

Mr.  Simon.  Mr.  Hoagland,  your  question  concerning  isolation 
brings  to  mind  Commodx)re  Perry's  sailing  into  Tokyo  Bay  in  the 
1860s,  and  forcing  Japan  to  open  up  its  market  to  trade  with  the 
United  States.  At  that  time  the  Japanese  Emperor  was  all  power- 
ful. It  was  not  what  you  would  call  a  democratic  society.  I  know 
it  is  100  years  later  that  we  have  a  democratic  society,  but  even — 
there  was  a  constitutional  government  or  parliamentary  govern- 
ment in  Japan  certainly  by  the  end  of  the  19th  century  or  the  be- 
ginning of  the  20th  century. 

I  am  not  an  expert  on  Japanese  history,  but  certainly  there  was 
an  example  of  the  proof  of  the  opening  of  trade  and  the  flow  from 
their  Western  ideas,  the  flow  and  adoption  of  Western— certainly 
Western  governmental  institutions,  if  nothing  else,  forced  to  some 
extent  by  the  industrialists  in  Japan  or  those  who  wished  to  indus- 
trialize, who  recognized  the  necessity  of  having  a  free  and  educated 
society  to  achieve  those  goals. 

I  think  certainly  we  are  on  that  way  in  south  China  and  we 
could  be  on  that  way  in  some  of  the  other  areas.  I  think  the  Chi- 
nese— I  hate  to  use  the  word  falling  into  a  trap,  by  expanding  the 
economic  zones  into  the  Shanghai  area  and  some  of  the  other  areas 
in  northern  China,  they  are  giving  us  the  perfect  grounds,  if  you 
will,  to  lay  our  seeds  of  democracy  and  human  rights. 

Mr.  McNeill.  I  would  only  echo  the  comments  of  my  colleagues 
and  note  for  you  that  unilateral  sanctions  of  the  kind  we  are  dis- 
cussing here  with  respect  to  China  simply  don't  work.  The  only  eco- 
nomic sanctions  that  I  am  aware  that  have  worked  in  the  post- 
World  War  II  period  have  been  those  that  were  multilaterally 
agreed  with  respect  to  South  Africa.  And  because  those  sanctions 
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were  multilateral  and  imposed  by  a  number  of  countries,  the  sanc- 
tions did  have  an  effect  on  that  country. 

The  various  times  that  we  in  the  United  States  have  used  trade 
as  a  sanction  unilaterally,  the  only  loser  has  been  the  United 
States.  And  to  the  extent  that  the  instrument  of  the  sanction  has 
been  trade,  our  firms  and  our  employees  are  the  losers.  The  United 
States  has  imposed  sanctions  several  times  against  the  Soviet 
Union  at  great  cost  to  U.S.  business  and  workers. 

One  of  my  member  companies,  Cargill,  is  a  very  substantial  ex- 
porter of  grains  and  other  products,  including  soybeans.  They  at 
one  time  had  a  very  substantial  slice  of  the  soybean  market  in 
Japan.  They  lost  that  market  along  with  Continental  and  other 
U.S.  grain  exporters,  when  the  United  States  embargoed  the  export 
of  soybeans  to  Japan.  Brazil,  Argentina,  and  other  soybean  export- 
ing countries  picked  up  the  soybean  market  in  Japan  at  the  long- 
term  expense  of  U.S.  farmers  and  exporters. 

So  every  time  we  impose  a  trade  sanction,  we  shoot  ourselves 
into  the  foot.  We  don't  change  foreign  behavior.  Other  countries 
step  in  and  pick  up  the  market.  We  lose  as  a  people. 

If  we  deny  at  the  end  of  this  year  MFN  to  China,  there  will  be 
a  lot  of  economic  upheaval.  We  will  cede  the  Chinese  market  to  our 
trading  competitors  in  Japan  and  elsewhere.  There  will  be  people 
in  China  who  will  be  very  pleased  to  have  the  United  States  out 
of  their  way.  We  will  be  big,  big  losers. 

I  understand  what  the  chairman,  Mr.  Matsui,  and  you  have  said. 
We  will  do  our  individual  and  collective  best  to  make  known  to 
those  who  we  deal  with  in  China  that  behavioral  changes  are  need- 
ed. 

Mr.  HOAGLAND.  I  think  what  you  are  saying  makes  a  great  deal 
of  sense,  Mr.  McNeill,  as  well  as  what  your  colleagues  have  said. 
I  think  we  have  to  be  hard  headed  and  clear  on  what  is  in  fact 
going  to  open  up  China. 

You  are  right,  any  sanctions  we  impose  will  go  the  way  of  Presi- 
dent Carter's  ssmctions  in  the  Soviet  Union  years  ago.  And  I  think 
we  particularly  cannot  give  ourselves  and  the  jobs  tnat  when  have 
here  in  Washington  any  sort  of  exaggerated  role  in  terms  of  the 
kind  of  eflFect  it  is  likely  to  have  on  China's  conduct. 

It  is  good  to  hear  that  progress  has  been  made  the  last  few  years. 
Once  this  change  starts  rolling,  as  happened  in  the  Soviet  Union, 
it  can  go  very  quickly,  and  that  can  very  well  happen  in  China. 

Another  4  or  5  years  of  this,  we  could  see  a  completely  different 
society  than  we  have  now.  It  certainly  happened  quickly  in  the  So- 
viet bloc. 

Anyway,  thank  you,  Mr.  Chairman,  for  having  brought  us  to- 
gether today  and  having  organized  this  most  interesting  hearing. 

Chairman  Gibbons.  Thank  you. 

Good  questions,  and  good  witnesses.  I  would  hope  that  Congress 
has  the  sophistication  that  you  all  attribute  to  it  on  these  issues. 
Being  down  in  the  trenches,  I  don't  see  it.  We  have  shot  ourselves 
in  the  foot  lots  of  times  over  trade  issues.  We  can  do  it  again. 

If  the  trade  balance  doesn't  improve  with  China,  we  are  not 
going  to  be  as  tolerant  of  China  as  we  have  been  with  Japan  on 
the  trade  deficit. 
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The  law  is  in  the  books  with  respect  to  what  is  going  to  happen. 
We  didn't  have  the  human  rights  violations  in  Japan.  They  were 
pretty  decent  people  and  treated  their  folks  pretty  decently  over 
there. 

But  we  have  a  different  situation,  a  volatile  situation  as  far  as 
the  Congress  and  China  is  concerned — ^human  rights,  the  trade  im- 
balance, the  proliferation  of  weapons.  No  one  has  accused  Japan  of 
selling  nuclear  bombs  around  the  world  or  missiles  or  anything  like 
that.  They  have  been  pretty  decent  people. 

But  the  Congress  will  not  put  up  with  that  kind  of  trade  imbal- 
ance anymore.  I  am  just  making  a  prediction  of  what  is  going  to 
happen;  I  am  not  making  a  threat. 

I  think  the  business  community  and  the  Chinese  would  be  ter- 
ribly wrong  if  they  think  this  is  a  1-year  honeymoon  and  we  can 
repeat  this  act  next  year.  I  don't  see  it.  The  Democrats  and  the  Re- 
publicans in  Congress  are  going  to  look  at  the  President  and  say, 
You  told  us  last  year  you  are  going  to  get  some  results  from  this 
kind  of  policy;  where  are  the  results? 

We  can  defend  the  President's  policy  with  our  friend  from  New 
York,  Mr.  Solomon,  this  year.  We  may  not  be  able  to  handle  him 
next  year  unless  there  are  some  results. 

On  that  happy  note,  we  will  conclude  this  hearing.  We  will  keep 
the  record  open  until  the  30th  of  this  month  for  anyone  who  wants 
to  file  any  written  statements. 

Thank  you  all. 

[Whereupon,  at  4:35  p.m.,  the  hearing  was  adjourned.] 

[Submissions  for  the  record  follow:] 


172 


THE  AMERICAN 
CHAMIER  OF  COMMERCE 
IN  HONG  KONC 


China  Since  1990:  The  Burgeoning  Spectrum  of  Choice 


As  the  ajinual  debate  on  U.S.  China  policy  heats  up,  it  is  necessary  and  useful  to  consider 
dispassionately  the  sutc  of  affairs  within  China,  including  the  perceptions  and  conditions  of 
the  Chinese  people  themselves,  who  arc  the  closest  and  most  acute  observers  of  their  own 
political  and  economic  situation. 

Skepticism  and  cynicism  toward  China's  political  leadership  and  the  workings  of  the  state 
system  arc  very  widespread  within  China.  Dissent  takes  various  forms,  most  generally  that 
of  avoiding  or  circumventing  official  efforts  to  enforce  orthodoxy  or  cling  to  fading  methods 
of  control. 

At  the  same  time,  there  is  a  widespread  consensus  within  China  that  the  opening  of  the 
country  to  foreign  involvement  --  most  particularly  to  investment  and  commerce  with  foreign 
companies  --  has  produced  extraordinary  benefits,  not  just  for  the  national  economy,  but  also 
for  the  quality  of  life  of  individual  Cheese  citizens.  .  ^ 

The  presence  of  foreign  businessmen,  investors,  teachers,  and  entertainment  has  quickly 
accustomed  hundreds  of  millions  of  Chinese  -  especially  in  those  regions  nwst  accessible  to 
foreign  economic  and  cultural  influences  --  to  the  ebb  and  flow  of  new  ideas,  new  sources 
of  information,  new  fashions,  and  new  freedoms  of  choice  in  their  own  lives. 

Through  much  of  China,  foreign-sourced  information,  news  and  cultural  media  have  displaced 
"official"  or  guided  thought 

Most  imponantly.  the  prosperity  that  has  accompanied  foreign  presence,  foreign  investment, 
and  exposure  to  new  ideas  has  been  decisive  in  undermining  the  principal  asencv  of  state 
conaol  during  the  decades  that  preceded  reform:  the  "work-unit"  system  which  once 
channeled  and  restricted  most  important  elements  of  daily  life.  The  decline  of  the  work  unit 
system  has  resulted  in  dramatic  improvements  in  the  quality  of  life  for  hundreds  of  millions 
of  Chinese.  This  has  been  the  direct  result  of  the  success  of  economic  reform,  and  should 
be  understood  clearly  by  those  debating  policies  that  might  undermine  or  reverse  trends  in  the 
most  economically  and  socially  progressive  regions  of  the  country. 

The  following  statement  explains  some  of  these  interesting  and  very  important  developments 
in  the  fundamental  arena  of  freedom  of  choice  and  quality  of  life.  These  developments  must 
be  a  factor  in  any  assessment  of  policy  that  bears  on  the  life  of  millions  of  Chinese  people. 

The  conclusions  to  be  drawn  from  this  assessment  include  three  important  points: 

•  Economic  reforms  since  1991  have  brought  tangible  and  significant 
improvements  to  the  life  of  the  average  Chinese  citizen. 

•  American  business  has  played  a  positive  role  as  a  catalyst  for  this  change. 
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Continued  engagement  and  expansion  of  U.S.  trade  and  investment  will  well 
serve  the  cause  of  human  rights  in  China. 


Human  rights  in  China  should  continue  to  be  a  focal  point  of  US  government  policy  and  a 
concern  of  US  business.  American  concerns  undersuindably  focus  on  those  basic  human 
rights  and  civil  liberties  defined  as  political  values  fundamental  to  our  Bill  of  Rights  and 
Constitution.  Many  of  these  values  arc  not  only  held  dear  in  the  United  States  but  throughout 
the  Western  world.  These  values  constitute  the  miJeposts  by  which  we  should  judge  progress 
on  human  rights  in  China. 

China  is  undergoing  rapid  and  significant  socio-economic  change  and  is  poised  for  political 
change  as  an  inevitable  result  While  the  leadership  has  been  in  favor  of  sweeping  economic 
reform  in  the  absence  of  political  reform,  the  economic  reforms  instituted  since  1991  have 
brought  about  some  significant  improvcmenu  in  the  choices  available  to  the  average  Chinese 
citizen. 

Western  concerns  about  human  rights  in  China  have  focused  primarily  on  political  values,  an 
arena  in  which  there  has  clearly  been  very  limited  progress  in  terms  of  systemic  reform  since 
1989.  On  the  other  hand,  the  intended  and  unintended  by-products  of  economic  reform  have 
brought  nouble  lifestyle  improvements  to  the  Chinese  populace  during  this  period,  broadening 
the  average  Chinese  citizen's  spectrum  of  choices  about  basic  life  issues  such  as  employment, 
housing,  mobility,  travel,  and  consumer  behavior. 

It  is  important  to  note  the  linkage  between  the  increased  American  and  International  trade  and 
investment  in  China  and  the  improved  living  situation  of  most  Chinese  citizens.  This  is 
especially  obvious  in  the  coastal  and  southern  regions  of  the  country  where  foreign  investment 
and  trade  have  been  growing  most  rapidly. 

•Apan  from  the  rapid  increase  in  standards  of  living,  the  rapid  growth  of  foreisn-invested 
businesses  in  China  has  direcdy  helped  open  the  free  employment  market,  which  was  until 
recently  tightly  controlled  under  a  centrally  plaiuied  "command"  system. 

Under  the  traditional  Chinese  communist  system,  the  individual's  "danwei"  or  work  unit  was 
virtually  all-powerful,  controlling  major  economic,  social,  political,  medical  health,  and 
educational  issues  for  the  urban  Chinese  family.  The  individual  was  assigned  to  the  work  unit 
by  the  State  without  regard  to  the  individual's  preference,  and  no  change  in  employment  was 
possible  without  the  concurrence  of  the  work  unit  In  practice,  work  units  selfishly  guarded 
qualified  staff,  virtually  eliminating  their  chances  of  career  advancement  or  mobility  outside 
the  work  unit 

Among  the  aspects  of  the  employees'  and  their  families'  lives  over  which  the  work  unit  was 
in  direct  and  total  control,  were: 

•  Ideological  and  political  training,  discipline,  and  evaluation; 

•  Assignment  and  provision  of  housing,  schools  and  medical  care  through  work 
unit  based  or  affiliated  facilities; 
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•  Local  residence  and  I.D.  card  issuance  as  well  as  control  over  any  changes  in 
residence  location; 

•  Issuance  of  travel  permits  for  domestic  travel  as  well  as  documentation  required 
for  overseas  travel  or  study; 

•  Rationing  of  scarce  consumer  goods  and  subsidized  access  for  employees  to 
certain  consumer  goods. 

Economic  reforms  since  1991  have  had  the  effect  of  dramatically  reducing  the  interference 
by  the  work  unit  in  some  important  areas  of  personal  freedom  which  it  once  usurped  from 
the  employee.  Most  notably,  job  mobility  is  now  a  fact  of  life.  Employment  fairs,  job 
recruitment  advertising  in  Chinese  newspapers  and  public  places,  and  reforms  in  the 
regulations  affecting  hiring  and  firing  by  foreign-invested  a^  well  as  Chinese  private  sector 
enterprises  are  all  evidence  of  this  positive  change. 

Apart  from  the  freedom  to  choose  a  different  job,  Chinese  citizens  are  now  encouraged  to 
become  entrepreneurs,  and  they  are  forming  new  entrepreneurial  enterprises  or  beconrung  self- 
employed  at  record  rates.  One  conservative  estimate  put  the  number  of  family  businesses  at 
14  million,  employing  some  23  million  people  in  1992,  and  expected  to  grow  to  15  million 
businesses  employing  24  million  people  during  1993.  The  growth  of  Limited  Corporations 
as  a  vehicle  for  private  enterprise  is  even  faster,  with  71%  more  companies  formed  in  1992 
than  in  1991. 

The  presence  of  37,000  foreign-invested  joint  ventures  in  China  has  provided  employment 
opportunities  as  well  as  entrepreneurial  opportunities  to  tens  of  thousands  of  Chinese  citizens, 
and  the  trend  since  1991  shows  very  steep  growth  in  new  investment. 

The  work  unit,  especially  in  the  aging  State-owned  sector,  is  under  new  central  government 
policy-initiated  pressure  to  be  profiuble,  reducing  theii  tendency  to  be  preoccupied  with 
political  and  ideological  pursuits  in  favor  of  more  emphasis  on  efficient  producnon  and 
marketing.  This  has  reduced  the  ideological  interference  in  the  average  Chinese  employee's 
life  within  the  work  unit  context 

The  recent  opening  up  of  real  estate  development  in  China  to  domestic  and  foreign  developers 
and  investors  has  created  a  private  housing  market  which  in  turn  has  created  new  options  to 
Chinese  individuals  for  private  housing,  outside  the  scope  of  the  work  unit 

Relaxation  of  the  work  units'  issuance  of  approvals  for  foreign  travel  has  resulted  in  a  flood 
of  new  non-immigrant  visa  applications  from  Chinese  nationals.  In  Guangdong  Province,  the 
U.S.  Consulate  is  experiencing  a  40%  growth  in  non-immigrant  visa  applications  in  1993. 
Chinese  citizens  are  visiting  foreign  countries  in  record  numbers  for  tourism  and  business 
purposes,  with  the  encouragement  and  suppon  of  the  Chinese  government. 

Ration  coupons,  which  the  average  Chinese  citizen  required  for  queuing  to  purchase  some  50 
different  types  of  commodities  less  than  ten  years  ago  (e.g.  cotton,  cloth,  cooking  oil,  meat, 
fish,  rice),  have  all  but  disappeared  in  most  parts  of  the  country.  At  the  same  time,  an 
explosion  of  consumer  goods  availability  has  occurred,  satisfying  growing  demands  for  quality 
and  variety  from  more  affluent  Chinese  consumers.   McDonald's,  Kentucky  Fried  Chicken, 
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Pizza  Hut  and  Avon  products,  arc  all  a  part  of  the  new  range  of  consumer  choices  avaUable 
to  the  urban  Chinese  populace,  and  emerging  policy  suggests  even  greater  emphasis  on 
of)€ning  up  the  range  of  options  open  to  the  Chinese  consumer,  who  demonstrated  the  second 
highest  gross  domestic  savings  rate  among  Asian  countries  in  1991. 

The  print  and  electronic  media  offerings  available  to  Chinese  audiences  have  generally  grown 
in  variety  since  1990,  with  many  new  magazines  dealing  v^nh  a  wider  variety  of  topics,  and 
more  imported  television  and  film  content.  Cultural  and  entenainment  exchange  has  brought 
more  content  from  abroad,  including  Hong  Kong  and  Taiwan  performers;  and  a  more  relaxed 
policy  has  allowed  local  performers  such  as  politically  controversial  Chinese  singer  Cui  Jian 
to  enjoy  a  wide  foUowing. 

The  Shenzhen  Special  Economic  Zone,  China's  first  and  most  successful  experimental  foreign 
trade  and  investment  zone  located  next  to  Hong  Kong,  is  a  signpost  to  the  future.  From  a 
small  rural  agricultural  county  with  a  population  of  300,000  in  1980,  with  no  foreign 
investment,  manufacturing,  tourism  or  service  industries,  today  Shenzhen  city  alone  boasts 
a  population  in  excess  of  1.7  million  people. 

Shenzhen's  average  per  capita  income  is  US$1,925  versus  a  national  average  of  $355.  A 
stock  market  and  metals  futures  market  have  been  established.  Major  US  and  other  foreign 
investors  have  taken  a  stake  in  the  development  of  manufacturing,  research  &  development, 
tourism,  financial  and  other  projects,  creating  new  employment  and  entrepreneurial 
opporrunities.  Local  residents  use  Hong  Kong  Dollars  almost  interchangeably  with  local 
Yuan,  freely  watch  Hong  Kong  television,  and  freely  listen  to  Hong  Kong  radio. 

Since  the  1979  launch  of  Deng  Xiaoping's  heralded  Open  Door  Policy  for  China,  Shenzhen 
Special  Economic  Zone  has  been  at  the  forefront  of  the  experiment,  and  its  widely  recognized 
success  seems  a  model  for  future  growth  in  China. 

Conclusion: 

The  success  of  econonnic  reform  in  China  has  put  in  pla>  forces  which  may  not  have  beer. 
anticipated  by  the  architects  of  the  reform  policy,  but  which  are  very  generally  viewed  in 
China  as  desirable,  positive,  and  irreversible.  In  the  words  of  one  Chanese  official,  "we  have 
moved  beyond  the  time  when  the  only  important  human  right  was  the  right  to  have  food  in 
your  stomach." 

Developments  in  the  rapidly  expanding  coastal  regions  of  China  should  be  closely  monitored 
and  clearly  understood.  The  trends  in  daily  life  in  these  areas  increasuigly  will  extend  to 
those  areas  which  have  belatedly  come  to  benefit  from  the  open  door  and  reform  process. 

Life  in  China  is  not  a  tea  party.  The  extraordinary  improvements  in  the  economic  lot  of 
virtually  all  Chinese  since  the  first  opening  to  the  West  do  not  absolve  the  Chinese 
government  from  monitoring  and  criticism  of  those  tools  or  practices  of  repression  which 
continue  to  be  characteristic  of  the  political  system.  Nevertheless,  the  improvements  in 
important  elements  of  the  quality  of  life  attendant  upon  the  presence  and  involvement  of 
foreign  enterprises  in  China  and  the  prosperity  created  by  international  commerce  should  not 
be  put  at  risk. 
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TESTIMONY  OF  PHILLIP  FISHMAN 

ASSISTANT  DIRECTOR,  INTERNATIONAL  AFFAIRS  DEPARTMENT 

AMERICAN  FEDERATION  OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS 

TO  THE  SUBCOMMITTEE  ON  TRADE,  WAYS  AND  MEANS  COMMITTEE 

ON 

UNITED  STATES  TRADE  POLICY  TOWARDS 

THE  PEOPLES'  REPUBLIC  OF  CHINA 

June  30,  1993 

On  behalf  of  the  AFL-CIO,  I  appreciate  the  opportunity  to  submit  our  views  on  trade 
relations  between  the  United  States  and  the  People's  Republic  of  China  (PRO. 

The  AFL-CIO  is  unequivocally  opposed  to  the  extension  of  Most  Favored  Nation  (or 
any  other)  trade  benefits  to  the  Chinese  dictatorship.   Thus,  it  was  with  some 
disappointment  that  we  learned  of  the  Clinton  Administration's  recent  decision  to  continue 
the  PRC's  Most  Favored  Nation  status  for  yet  another  year.   While  the  attachment  of 
human  rights  conditions  on  additional  extensions  is  a  step  in  the  right  direction,  it  is  only  a 
small  step  taken  very  late  in  the  game. 

In  fact,  under  U.S.  law,  China  is  already  ineligible  to  receive  MFN  benefits.   Title  IV 
of  the  Trade  Act  of  1974,  as  amended,  states  that  any  country  with  a  "non-market" 
economy  must,  among  other  things,  permit  freedom  of  emigration  in  order  to  receive  MFN 
privileges.   The  scores  of  Chinese  students,  intellectuals  and  workers  who  have  fled  to  our 
shores  in  fear  of  their  lives  -  and  without  exit  visas  -  can  attest  to  the  limits  of  China's 
emigration  policy. 

Unfortunately,  corporate  special-interests  and  the  other  proponents  of  China's  MFN 
continue  to  argue  that  law  and  morality  should  be  overlooked  in  the  interest  of  realpolitik 
and  company  profits. 

One  argument,  in  the  words  of  former  President  Bush,  is  that  MFN  will  promote 
"the  cause  of  privatization  and  human  rights  in  China."   Whether  this  strategy  -  all  carrot 
and  no  stick  -  is  called  "appeasement"  or  "constructive  engagement,"  it  has  had  little 
historical  success.   In  fact,  recent  history  proves  that  it  is  the  denial  of  trade  privileges  to 
dictators  that  can  help  to  advance  the  cause  of  democracy  and  human  rights.   Look  at 
what  happened  in  the  former  Soviet  Union.   Look  at  what  happened  in  Chile.   And  look  at 
what  is  happening  in  South  Africa. 

China,  on  the  other  hand,  has  had  MFN  since  1980  and  is  said  to  be  "reforming" 
itself.   Its  rulers  hold  onto  power  by  denying  citizens  even  the  most  basic  of  rights.   They 
govern  through  prolonged  detention  without  trial,  forced  labor,  religious  persecution,  and 
the  crushing  of  independent  worker  and  student  organizations.    People  can't  vote.  Workers 
don't  have  the  freedom  to  organize  into  real  unions.   Those  who  dare  to  speak  out  are 
banished,  jailed,  tortured  or  re-educated.   Some  are  killed. 

Chinese  citizens  who  tested  this  system  four  years  ago  in  Tiananmen  Square  found 
out  the  hard  way  just  how  "reformed"  their  government  really  is.   When  the  tanks  rolled  in 
-  after  nine  years  of  MFN  for  China  -  the  leaders  of  the  Beijing  regime  were  not  thinking 
of  trade  benefits  from  the  West.   They  were  thinking  about  their  own  survival. 
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After  the  dust  had  settled  and  the  student  and  worker  activists  had  been  killed  or 
carted  off  to  the  laogais,  the  regime  once  again  turned  its  attention  to  MFN,  but  again, 
only  as  a  matter  of  its  own  survival.    A  1990  front-page  article  in  China's  People's  Daily 
newspaper  explained  the  tactic  quite  clearly: 

"For  political  needs,  Marx  once  said,  we  can  even  form  an  alliance  with  the 
monster.  The  problem  is  we  should  lead  the  monster  by  the  nose  rather  than 
the  other  way  around.  Let  us  always  remember  these  remarks  by  the 
revolutionary  teacher." 

The  West  has  proven  to  have  a  very  long  nose. 

Discredited  by  their  own  people  and  desperate  for  hard  currency,  China  permitted 
the  establishment  of  an  American  Chamber  of  Commerce  in  Beijing.    They  promoted  the 
establishment  of  joint  ventures  which,  with  very  few  exceptions,  operate  under  strict 
guidelines  from  the  State,  dictating  that  a  large  percentage  of  their  production  be  sold 
abroad.    This  policy  --  coupled  with  thriving  exports  in  the  weapons  of  mass  destruction  to 
countries  hostile  to  the  United  States  -  has  helped  the  regime  amass  over  $40  billion  in 
foreign  reserves,    in  turn,  these  reserves  were  used  to  purchase  advanced  weapons  and 
technology  --  and  lately,  to  promise  the  purchase  of  a  wide  variety  of  American  products, 
in  order  that  a  greater  number  of  U.S.  businessmen  would  plead  their  case  to  you. 

Sadly,  this  cynical  attempt  to  bribe  the  nation  does  not  just  pertain  to  a  trade  in 
goods,  but  also  to  a  trade  in  human  lives.    Shortly  before  every  U.S.  decision  on  MFN 
extension,  China  releases  a  certain  number  of  political  prisoners  whose  names  are  known 
and  whose  fate  is  followed  in  the  West.   However,  the  fact  that  a  greater  number  of 
political  prisoners  are  detained  every  year  goes  largely  unreported. 

Some  will  tell  you  that  Beijing's  willingness  to  accept  our  currency  and  hear  our 
humanitarian  pleading  represents  a  great  breakthrough  for  freedom.   We  tell  you  that 
China's  dictators  have  happily  taken  our  money,  and  have  used  it  to  hptp  maintain  control 
over  their  markets,  as  well  as  their  people. 

Last  year,  the  U.S.  trade  deficit  with  China  was  more  than  $18  billion  -  second 
only  to  our  deficit  with  Japan.   By  some  estimates,  every  $1  billion  of  that  deficit 
represents  20,000  fewer  jobs  for  American  citizens. 

Already,  our  pattern  of  trade  has  shifted  away  from  selling  high-technology  goods 
to  a  low-wage,  low-tech  market.   Increasingly,  Americans  find  our  stores  filled  with  goods, 
produced  with  our  own  technology,  but  by  a  high-tech,  low-wage  competitor.    Boeing, 
McDonnell  Douglas,  Hughes  Aircraft,  United  Technologies,  AT&T  ~  these  are  only  a  few 
of  the  U.S. -based  multinationals  that  have  begun  to  transfer  technology  and  well-paid, 
high-skilled  American  jobs  to  China.   These  jobs,  now  under  threat,  are  precisely  those 
that  President  Clinton  has  rightly  discussed  as  critical  to  the  future  health  of  the  American 
economy. 

Paradoxically,  an  anomaly  in  the  interpretation  of  U.S.  trade  law  also  means  that 
U.S.  manufacturers  and  their  workers  have  no  remedy  against  these  state-subsidized 
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Chinese-made  goods  being  dumped  onto  the  U.S.  market.   Against  our  closest  democratic 
allies,  such  as  Canada,  Great  Britain  or  Japan,  we  are  protected  by  countervailing  duty 
laws  and  other  regulations.    Against  the  dictators  of  Beijing,  we  have  little  recourse  (see 
attached). 

In  the  swirling  debate  over  trade,  markets  and  strategic  interests,  there  are  many 
who  have  tried  to  find  middle  ground.    Certainly,  we  would  concede  that  something  is 
usually  better  than  nothing,  and  that  conditions  such  as  those  imposed  by  President 
Clinton  or  contained  in  the  Mitchell/Pelosi  compromise  are  better  than  President  Bush's 
blanket  absolutions.  For  those  who  support  compromise,  however,  we  issue  a  word  of 
caution.    In  order  to  verify  compliance   -  either  with  agreements  China  signs  or  with 
conditions  you  impose   -  you  will  find  yourselves  relying  on  the  honor  and  goodwill  of 
tyrants. 

The  events  of  the  last  few  weeks  have  proven  just  how  hazardous  this  reliance  can 
be.   Last  month  U.S.  intelligence  officials  informed  members  of  the  Senate  Foreign 
Relations  Committee  that,  disavowals  to  the  contrary,  there  is  evidence  that  the  Chinese 
government  continues  to  ignore  its  agreement  on  weapons  proliferation  --  this  time  by 
selling  components  of  IVI-1 1  ballistic  missiles  to  Pakistan. 

Within  a  week  after  this  disclosure,  the  Laogai  Research  Foundation  revealed  that 
Beijing  is  finding  new  and  inventive  ways  to  circumvent  its  Memorandum  of  Understanding 
on  Prison  Labor.    Goods  made  with  slave  labor  are  being  shipped  to  us  through  subsidiaries 
in  Hong  Kong,  the  names  of  known  prison  factories  are  being  altered,  the  brand  names  of 
products  are  being  changed  to  correspond  with  those  from  non-prison  factories,  and  new 
links  with  legitimate  businesses  are  being  made,  including  U.S. -owned  enterprises. 

The  fact  is,  as  long  as  China  remains  closed  and  unfree,  no  memorandum, 
agreement,  statement  of  conditions,  or  other  piece  of  paper  can  or  will  be  enforced. 

In  addition,  the  American  labor  movement  questions  the  morality  of  the  exemption 
for  U.S. -based  corporations  which  is  contained  in  this  compromise.   If  it  is  wrong  for 
tyrants  to  profit  from  repression,  is  it  any  less  wrong  because  they  agree  to  share  these 
profits  with  American  businessmen? 

After  all,  somewhere  buried  under  the  discourse  of  what  is  good  or  bad  trade  and 
foreign  policy,  is  there  not  a  basic  question  about  what  is  right  and  what  is  wrong? 

Aren't  the  ideals  of  democracy,  justice  and  basic  human  decency  worth  something 
more  than  the  profits  of  a  few,  derived  from  the  repression  and  exploitation  of  a  billion 
people? 

We  think  so.   And  we  believe  that  the  enforcement  of  our  trade  laws  should  reflect 
a  commitment  to  the  advancement  of  human  rights.   We  believe  in  this  because  practical 
idealism  has  proven  to  work  better  than  unprincipled  "pragmatism'   -  and  because  in 
foreign,  domestic  or  any  other  type  of  policy,  it  is  what  the  United  States  of  America  is 
supposed  to  stand  for.   The  strongest  policy  -  the  right  policy  --  is  to  stop  the  travesty  of 
extending  preferential  trade  treatment  to  the  People's  Republic  of  China. 
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June    29,    1993 
Peter  Buck  Feller 


Mr.  Rudy  Oswald 

Director 

Economic  Research  Department 

AFL-CIO 

815  -  16th  Street,  N.W. 

Room  504 

Washington,  D.C.   20006 

Re:  United  States-China  Trade  Relations 

Dear  Mr.  Oswald: 

As  you  know,  the  Trade  Subcommittee  of  the  House  Ways  and 
Means  Committee  has  conducted  a  hearing  on  U.S.  trade  relations 
with  China.   The  principal  focus  of  the  hearing  was  the  extension 
of  Most  Favored  Nation  status  to  the  People's  Republic  of  China. 
The  hearing  record  closes  on  June  30. 

In  that  connection,  I  am  writing  to  bring  to  your  attention 
a  failure  in  the  rules  governing  our  trade  relations  with  China 
that,  I  am  sure,  you  and  the  membership  of  th  AFL-CIO  will  find 
shocking.   The  fact  of  the  matter  is  that  subsidized  imports  from 
China  are  not  actionable  under  the  U.S.  countervailing  duty  law 
(according  to  the  Commerce  Department).   That  is,  U.S.  industries 
adversely  affected  by  subsidized  import  competition  from  China 
are  left  without  any  trade  remedy  for  this  type  of  unfair  trade 
practice. 

China  has  a  large  trade  surplus  with  the  United  States 
($18.3  billion  in  1992,  second  only  to  Japan).   China's  economic 
policy  emphasizes  export-led  industrialization,  along  the  lines 
of  the  Japanese  model  in  the  earlier  years  of  the  post-war 
period.   Since  1987,  the  U.S.  trade  deficit  with  China  has  jumped 
500  percent.   China's  rapid  export  growth  has  been  fueled  by 
substantial  subsidy  programs,  as  variously  reported  by  the 
Treasury  Department,  the  State  Department,  the  Office  of  United 
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States  Trade  Representative,  the  Central  Intelligence  Agency,  and 
most  recently  the  International  Trade  Commission,  as  follows: 

Export  subsidies: 

China  abolished  direct  subsidies  for  exports 
on  January  1,  1991.   However,  manufactured 
exports  receive  many  forms  of  indirect 
subsidies,  including  guaranteed  provision  of 
energy  and  raw  materials,  preferential 
financing,  tax  rebates,  and  duty  exemptions 
on  imported  inputs.   China's  swap  markets 
allow  exporters  to  exchange  foreign  exchange 
at  better  than  official  rates.!/ 

When  Lloyd  Bentsen  was  Chairman  of  the  Senate  Finance 
Committee,  he  observed: 

China  has  placed  a  high  priority  on 
increasing  its  exports  and  it  has  an  arsenal 
of  tools  in  that  area  as  well.   The  United 
States  Trade  Representative  [USTR]  reports 
that  at  least  90  percent  of  China's  exports 
receive  some  form  of  Government  support.   It 
comes  in  a  variety  of  forms  --  for  example, 
.  ,'  lower  tax  rates,  preferential  credit  rates, 

and  exemptions  from  import  duties  on  things 
they  need  as  components.   You  also  have 
parallel  exchange  rate  which  give  Chinese 
exporters  a  50-  to  70-percent  premium  over 
~         the  official  rate.   That  is  pretty  tough 

competition,   I  do  not  care  how  many  hours 
the  American  workers  work  or  how  many  wage 
concessions  they  make  in  trying  to  meet  that 
competition,  an  enormous  advantage  is  given 
by  the  export  terms  of  China. 1/ 

In  short,  subsidized  products  from  China  are  displacing 
U.S.  production  and  U.S.  jobs  in  such  basic  industries  as 


!/    East  Asia:   Regional  Economic  Integration  and  Implications 
for  the  United  States,  USITC  Pub.  2621  (May  1993)  at  p.  43. 

1/     Congressional  Record  (February  25,  1992)  at  S2133-4. 
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machinery  and  electric  appl iances .1/   For  example,  the  ITC 
reported  last  year  that  the  U.S.  electric  fan  industry,  including 
our  client  Lasko  Metal  Products,  Inc.  was  materially  injured  by 
imports  from  China.   Hundreds  of  jobs  in  that  industry  are  at 
stake  in  Pennsylvania,  Texas,  Illinois  and  Tennessee. 

Yet,  the  Commerce  Department  -  under  the  Bush 
Administration  -  has  refused  to  apply  the  U.S.  countervailing 
duty  law  (19  U.S.C,  1303)  to  such  subsidies.!/   The  reason  given 
was  that  the  appellate  court  decision  in  the  Georgetown  Steel 
case  precludes  the  application  of  the  countervailing  duty  law. 
The  basis  for  the  Georgetown  Steel  decision  (which  began  at  the 
administrative  level  in  1983)  was  that  China's  economy  was 
centrally-planned  and  controlled  in  all  its  aspects  and, 
therefore,  the  notion  of  a  subsidy  was  meaningless  since  the 
government  didn't  need  to  give  itself  a  financial  incentive  to 
export  or  to  engage  in  any  particular  line  of  "business." 

The  situation  in  China  is  much  different  today  than  it  was 
when  the  Georgetown  Steel  case  was  first  decided  by  Commerce  a 
decade  ago.   China  now  has  a  mixed  economy  with  a  vibrant 
market-oriented  manufacturing  sector,  especially  in  the  coastal 
and  southern  provinces  where  economic  growth  has  been  dramatic  in 
recent  years. 2/   The  rapid  transition  from  a  monolithic  state-run 
economy  has  been  aptly  described  as  "China's  rush  to 
capitalism. "o/  According  to  the  International  Monetary  Fund, 
China's  economy  is  the  world's  third  largest,  after  the  United 
States  and  Japan.!/   It  is  also  the  fastest  growing. 


1/    "China  Set  To  Subsidize  Equipment  Purchasers",  Journal  of 
Commerce  (June  22,  1992).   "China  Is  Making  Asia's  Goods 
and  the  U.S.  Is  Buying",  The  New  York  Times  (March  21. 
1993). 

-'     Oscillating  and  Ceiling  Fans  from  The  People's  Republic  of 
China.  57  Fed.  Reg.  20418  (June  5,  1993). 

^/     "China:   The  Emerging  Economic  Powerhouse  of  the  21st 

Century",  Business  Week  (May  17,  1993)  at  p.  56:  "At  the 
national  level,  powerful  ministries  are  being  stripped  of 
their  monopolies  in  strategic  industries  and  forced  to 
compete  in  the  marketplace". 


6/ 


"China  Belongs  to  Me",  The  Economist  (May  1993)  at  p. 13. 


1/    "As  China  Leaps  Ahead,  The  Poor  Slip  Behind",  The  New  York 
Times  (May  23,  1993)  , 
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It  is  hard  to  fathom  why,  under  these  circumstances,  China 
is  treated  more  favorably  than  most  other  countries  with  which  we 
trade.   Subsidized  imports  from  Mexico  and  Canada,  for  example, 
are  countervailable.   So  are  imports  from  Sweden,  Brazil  and 
Thailand,  to  name  a  few.   There  is  an  obvious  irony  in 
considering  extending  "most  favored  nation"  treatment  to  China 
when,  in  fact,  we  are  actually  giving  preferential  treatment  to 
China  by  exempting  it  from  the  reach  of  our  countervailing  duty 
law.   There  is  no  justification  for  such  preferential  treatment 
that  leaves  U.S.  industries  defenseless  against  subsidized  import 
competition.   Surely  Congress  will  want  to  remedy  this  situation 
as  quickly  as  possible  since  many  U.S.  industries  are  being 
dislocated  by  these  imports  while  the  U.S.  economy  is  less  than 
robust.   I  hope  you  will  bring  this  matter  to  the  attention  of 
Chairman  Sam  Gibbons  and  the  other  members  of  the  Trade 
Subcommittee.   Please  feel  free  to  include  this  letter  in  any 
submission  you  make. 

Res£ectfully  submitted. 


'eter  Buck  Feller    ^ 
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STATEMENT  OF 
American  Textile  IVfanufacturers  Institute 

This  statement  is  submitted  by  the  American  Textile  Manufacturers  Institute  (ATMI)  on 
behalf  of  its  member  companies  engaged  in  the  textile  mill  products  industry 
(SIC  Industry  22).    ATMI  is  the  national  association  of  the  textile  mill  products  industry.    Its 
members  are  engaged  in  every  facet  of  textile  manufacturing  and  mariceting  and  collectively 
account  for  approximately  75  percent  of  the  industry's  raw  material  consumption. 

ATMI  objects  to  the  extension  of  most-favored-nation  (MfT>I)  status  to  the  People's  Republic 
of  China.    If  any  nation  has  repeatedly  demonstrated  its  unworthiness  to  receive  favored 
consideration  from  the  United  States,  it  is  China.    If  any  nation  has  clearly  demonstrated  its 
contempt  for  U.S.  trade  laws,  it  is  China.   If  any  nation  has  resolutely  abused  its  privileged 
status  as  a  trading  partner,  it  is  China.    If  China's  acts,  both  of  omission  and  commission, 
have  earned  it  anything  from  the  United  States,  it  is  disfavor,  not  favor. 

The  present  continuance  of  MFN  status  is  a  privilege  to  which  China  is  not  entitled  inasmuch 
as  she  continues  to  refuse  to  undertake  those  reforms  on  which  continued  MFN  status  is 
conditioned.    China  continues  to  detain  thousands  of  political  prisoners.    The  fact  that  China 
does  not  permit  free  emigration  is  more  than  attested  to  by  the  recent  discoveries  of  hundreds 
of  Chinese  trying  to  enter  the  United  States  illegally  and  the  presence,  in  our  country,  of 
untold  thousands  of  Chinese  citizens  who  did  manage,  at  great  peril  and  cost  to  themselves, 
to  flee  their  homeland  and  to  cross  our  borders  illegally. 

Even  if  one  were  willing  to  overlook  China's  continued  human  rights  abuses  or  argue  that 
they  are  no',  germane  to  China's  status  as  a  trading  partner,  one  would  still  be  forced  to 
consider  China's  trading  practices,  the  record  of  which  is  abysmal: 

o         The  Chinese  government  manipulates  exchange  rates  as  to  confer  an  unfair 
advantage  to  Chinese  exports. 

o         China  illegally  transships  billions  of  dollars  worth  of  textile  and  apparel 
products  to  the  United  States  annually  in  circumvention  of  its  bilateral 
agreement  with  the  U.S.  and  in  contravention  of  the  Multiflber  Arrangement  to 
which  it  is  a  signatory. 

o  China  dumps  textile  and  apparel  exports  in  foreign  markets,  including  the 

United  States. 

o  Chinese  exporters  falsely  declare  the  value,  quantity  and  classification  of 

textile  and  apparel  exports  in  order  to  evade  a  payment  of  duties. 

o  While  earning  many  billions  of  dollars  in  foreign  currencies  annually  from  its 

textile  and  apparel  exports,  China  keeps  its  domestic  market  closed  to  impoits 
through  a  combination  of  very  high  tariffs  and  non-tariff  measures. 

o         Chinese  exporters  pirate  the  copyrighted  intellectual  property  -  trademarks, 
designs,  patterns   -  of  American  producers  and  sell  the  pirated  products  in 
competition  with  the  American  trademark  holders. 

o         China  uses  prison  labor  in  the  production  of  goods  for  export. 


The  United  States  has  repeatedly  brought  these  issues  to  China's  attention  only  to  be  told  that 
they  were  "internal"  matters  and  therefore  none  of  the  United  States'  business  or  that  reforms 
would  be  undertaken,  reforms  that  we  are  still  waiting  to  see. 

As  long  as  the  United  States  continues  to  merely  threaten  China  with  the  loss  of  MFN  status, 
China  will  not  reform.    China  will  not  stop  its  oppression  of  the  Tibetan  people,  open  its 
market  or  cease  its  unfair  trade  practices  while  the  United  States  talks  but  does  not  act. 
Criminals  are  seldom  deterred  by  threats.   The  time  has  come  for  the  United  States  to 
withdraw  the  privileged  sutus  it  has  conferred  upon  China.    Only  after  it  is  done  will  China 
even  begin  to  undertake  the  reforms  the  United  Stales  has  pressed  for  for  so  many  years. 
Therefore,  ATMI  encourages  Congress  to  deny  the  extension  of  MFN  status  for  China. 
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STATEMENT  BY 

AMT  -  THE  ASSOCIATION  FOR  MANUFACTURING  TECHNOLOGY 

BEFORE  THE 

SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

JUNE  30,  1993 


I.  INTRODUCTION 

AMT  -  The  Association  For  Manufacturing  Technology  -  is  a 
trade  association  whose  membership  includes  approximately  350 
manufacturing  technology  firms  with  locations  throughout  the  United 
States.   America's  manufacturing  technology  industry  builds  and 
provides  to  a  wide  range  of  industries  the  tools  of  manufacturing 
technology  including  cutting,  grinding,  forming  and  assembly 
machines,  as  well  as  inspection  and  measuring  machines,  and 
automated  manufacturing  systems.   The  majority  of  AMT's  members  are 
small  businesses. 

AMT  appreciates  the  opportunity  to  address  this 
subcommittee  on  the  importance  of  open  U.S. -China  trade  relations  to 
the  U.S.  machine  tool  industry.   We  support  President  Clinton's 
extension  of  normal  trade  status  to  China  through  June  1994  and 
oppose  any  legislation  imposing  conditions  on  future  extensions. 

II.  THE  STATUS  OF  THE  U.S.  MACHINE  TOOL  INDUSTRY 

America's  machine  tool  industry  builds  and  provides  to  a 
wide  range  of  industries  the  tools  of  manufacturing  technology 
including  cutting,  grinding  and  forming  machines,  universal 
measuring  machines,  and  automated  manufacturing  systems.   Although 
our  industry  is  relatively  small  by  some  standards,  it  accounts  for 
a  very  basic  and  strategic  segment  of  the  nation's  industrial 
capacity.   Not  only  does  our  industry  build  the  machines  essential 
to  our  military  readiness  and  our  ability  to  respond  quickly  and 
effectively  in  the  event  of  a  national  emergency,  but  it  also  builds 
the  product  which  underlies  virtually  every  other  commercial 
product.   Machine  tools  are  the  very  essence  of  the  industrial 
manufacturing  process. 

III.  THE  CHINA  EXPORT  MARKET 

United  States  machine  tool  manufacturers  recognize  that 
exporting  is  essential  to  global  competitiveness.   The  China  export 
market  represents  a  wealth  of  opportunity  for  not  only  our  industry, 
but  for  many  other  American  industries  as  well.   Since  1978,  when 
China  instituted  a  series  of  fundamental  economic  reforms  that  are 
moving  China  steadily  toward  a  market-based  economic  system,  average 
real  economic  growth  has  exceeded  nine  percent  --  more  than  three 
times  the  rate  of  the  United  States  and  double  that  of  Japan. 
Growth  of  12  percent  in  1992  made  China  the  fastest  growing  economy 
in  the  world.   Most  observers  are  confident  that  very  rapid  economic 
growth  will  continue  for  at  least  the  next  several  years.   The  World 
Bank,  for  example,  recently  predicted  that  China  will  grow,  on 
average,  eight  percent  annually  from  1993-1998,  faster  than  any 
other  country.   In  fact,  some  analysts  expect  China  to  have  the 
biggest  economy  in  the  world  within  30  years.   Added  to  this  is  the 
fact  that  China's  middle  class  (the  economic  drivers)  consists  of 
280  million  people  —  larger  than  the  population  of  the  United 
States . 

AMT  members  are  working  hard  to  take  advantage  of  these 
forecasts  by  gaining  a  foothold  in  the  Chinese  market.   In  1975,  AMT 
was  the  first  industrial  trade  mission  to  China  since  World  War  II. 
In  1977  and  1979,  we  held  a  series  of  technical  seminars  there,  and 
in  1978  and  1980,  AMT  hosted  Chinese  buying  missions  to  the  United 
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States  for  machine  tool  users.   This  culminated  into  a  machine  tool 
exhibition  in  China  in  1983.   AMT  put  on  two  subsequent  solo  trade 
shows  in  China  in  1985  and  1987.   In  1989,  1991,  and  1993,  AMT  had  a 
pavilion  at  CIMT,  the  China  International  Machine  Tool  Show.   At 
this  year's  show,  the  36  member  companies  that  exhibited  at  AMT ' s 
pavilion  pre-sold  and  had  floor  sales  of  over  $6  million  worth  of 
equipment.   That's  roughly  four  percent  of  the  total  equipment  sold 
at  the  show.   In  fact,  the  response  was  so  enthusiastic  that  AMT 
will  increase  the  size  of  our  pavilion  for  CIMT  '95.   AMT  has  opened 
a  representative  office  in  Beijing  to  assist  our  members  in  opening 
doors  in  the  China  market  to  U.S.  manufacturing  technology. 

According  to  estimates  from  "American  Machinist"  and  data 
supplied  by  the  China  Machine  Tool  and  Tool  Builders'  Association, 
Chinese  machine  tool  consumption  rose  from  $1  billion  in  1987 
(eighth  highest  in  the  world^  to  $2.3  billion  in  1992  (fifth 
highest)  --  approximately  sr    nercent  of  the  world  total.   And, 
according  to  preliminary  esti.  _ces,  China  was  the  only  one  of  the 
top  ten  global  machine  tool  markets  to  grow  in  1992  over  1991. 
Exhibit  A  shows  that  of  that  $2.3  billion,  U.S.  machine  tools 
accounted  for  nearly  $70  million.   That  amount  is  projected  to  more 
than  double  in  1993.   Similarly,  Exhibit  B  shows  that  U.S.  machine 
tool  exports  to  China  will  go  from  just  under  six  percent  of  total 
U.S.  exports  in  1992  to  over  15  percent  in  1993. 

During  the  early  eighties,  U.S.  machine  tool  exports  to 
China  were  insignificant.   In  1992,  China  was  the  fifth  largest 
export  market  for  U.S.  machine  tools,  its  highest  ranking  ever. 
Clearly,  the  effort  our  industry  has  put  into  building  ties  with 
China  has  paid  off. 

The  potential  in  China  is  enormous,  if  U.S.  builders  can 
maintain  their  reputation  for  quality  products,  technological 
superiority,  and  service  and  parts  reliability. 

IV.  THE  DETRIMEMTAL  EFFECTS  OF  DEHYIHG/COHDITIOHIHG  MFH 

However,  every  year  our  reputation  is  threatened  as  some  in 
Congress  attempt  to  revoke  or  impose  legislated  conditions  on  normal 
trade  status  with  China.   Faced  with  this  on-again,  off-again  trade 
policy,  the  Chinese  will  eventually  seek  other  suppliers  who  will  be 
there  in  the  future,  leaving  American  industry  out  in  the  cold.   The 
uncertainty  of  future  relations  with  China  also  inhibits  U.S. 
manufacturers  for  pursuing  business  opportunities  there.   How  can 
the  United  States  win  a  competitive  edge  in  the  global  marketplace 
by  alienating  or  appearing  unreliable  to  our  trading  partners? 

Probably  the  most  tragic  players  in  this  drama,  however, 
are  the  Chinese  people  who  dared  to  fight  for  their  freedom.   Trade 
is  the  means  of  contact  between  the  Western  world  and  the  Chinese 
people.   It  is  a  major  source  of  our  ideas,  our  knowledge,  and  our 
principles.   Frequent  contact  with  the  West  is  what  has  planted  the 
seed  of  the  democratic  ideal  into  the  minds  of  the  Chinese  people. 
American  presence  in  China  symbolizes  the  reform  for  which  the 
Chinese  people  fight.   We  are  their  source  of  strength. 

V.  COHCLUSIOH 

AMT  urges  the  continuation  of  normal  trade  relations  with 
China.   It  is  important  to  American  industry,  American  economic 
strength,  and  American  jobs.   It  is  also  very  important  to  the 
Chinese  people.   We  commend  this  subcommittee  for  rejecting  the 
disapproval  resolution. 
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25  June  1993 

The  Honorable  Sam  Gibbons 

Chairman  House  Subcommittee  on  Trade, 

Committee  on  Ways  and  Means 

US  House  of  Representatives 

RHOB  2204 

Washington,  DC  20515 

Dear  Mr.  Chairman, 

I  am  writing  in  support  of  the  unconditional  continuation  of 
China's  Most  Favored  Nation  status.  I  had  the  honor  of  testifying 
before  your  committee  on  this  subject  at  hearings  held  14  June 
1991.  Our  company  has  been  manufacturing  quality  skiwear  in  China 
for  the  past  eight  years. 

From  our  own  perspective,  the  loss  of  MFN  for  China  would  result 
in  irreparable  harm  to  our  business  since  it  would  involve 
substantial  price  increases  to  our  customers.  Skiing  is  already  an 
expensive  sport  and  additional  price  increases  would  only 
exacerbate  the  problem  and  further  limit  our  ability  to  reach  a 
broader  market  base. 

Virtually  100%  of  our  components  are  sourced  outside  of  China.  In 
fact,  the  bulk  of  our  production  involves  the  use  of  Gore-Tex 
fabrics  which  are  manufactured  in  Elkton,  Maryland. 

It  is  my  experience  from  working  with  Chinese  manufacturers  that 
whatever  strides  have  been  made  in  the  area  of  human  rights  have 
resulted  primarily  from  interactions  resulting  from  trade.  The  loss 
of  MFN  would  sever  these  relationships  and  leave  China  isolated  in 
its  own  paranoia.  We  would  lose  decades  of  progress. 

I  support  our  government's  continual  pressure  on  the  Chinese  to 
improve  their  human  rights  policies,  but  let's  not  destroy  trade, 
our  only  true  bridge  to  the  Chinese  people.  We  are  making  steady 
progress  in  the  entire  southern  regions  of  China  stretching  from 
Guanzhou  to  Shanghai.  Slowly  this  tide  will  spread  north  and  impact 
the  whole^^f  China  regardless  of  the  intentions  of  the  Chinese 
govei 
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Statement  of  Representative  Edward  J.  Markey 

Hearing  on  Extension  of  Most-Favored  Nation  Trade  Status  for  China 

House  Ways  and  Means  Subcommittee  on  Trade 

June  8,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  commend  you  for  the  initiative  you  have 
taken  to  address  the  very  important  issue  of  extension  of  Most-Favored  Nation  trade  status  to 
the  People's  Republic  of  China. 

Since  1980,  the  United  States  has  tendered  to  the  People's  Republic  of  China  this  privileged 
trading  status.    Unfortunately,  this  has  been  done  without  sufficient  consideration  of  China's 
record  in  human  rights,  weapons  proliferation  and  its  discriminatory  trading  practices  over 
the  last  thirteen  years.    We  have  been  reminded  time  and  time  again  that  these  are  issues 
which  cannot  -  and  must  not  --  be  ignored. 

Lately,  we  have  been  the  audience  in  a  rather  impressive  smoke  and  mirror  show  being  put 
on  by  Beijing  in  its  campaign  to  retain  MFN  status.    Indeed,  China  has  made  some  rather 
strenuous  efforts  to  make  it  appear  as  if  improvements  have  actually  been  made.    But  a 
facade  of  democracy  is  easily  seen  through.   In  reality,  China  continues  its  disturbing  pattern 
of  defiant  behavior  and  repression. 

Nearly  four  years  have  passed  since  the  massacre  in  Tiananmen  Square.    We  have  been  told 
that  improvements  in  human  rights  and  basic  freedoms  have  been  made.    In  August  1992,  a 
Memorandum  of  Understanding  was  signed  by  China  and  the  United  States  to  allow 
American  officials  to  inspect  prisons  suspected  of  exporting  prison-made  products.    Yet  when 
officials  went  to  visit  of  few  of  these  prisons,  their  inspections  were  severely  controlled.  And 
while  a  number  of  political  prisoners  have  been  released,  thousands  remain  incarcerated 
solely  for  the  nonviolent  expression  of  their  beUefs  and  continue  to  exist  in  inhumane 
conditions  subjected  to  torture  and  humiliation.   In  February  of  this  year,  Amnesty 
International  called  China's  human  rights  record  "abysmal." 

Just  as  deplorable  as  China's  human  rights  record  -  but  even  more  threatening  to  the 
community  of  nations  -  is  its  record  on  the  proliferation  of  nuclear  weapons.    Again,  we  are 
being  given  the  appearance  of  improvement.    For  example,  in  the  last  two  years  the  PRC  has 
agreed  to  adhere  to  the  Nuclear  Non-Proliferation  Treaty  and  the  MissUe  Technology  Control 
Regime.    But  there  is  strong  evidence  that  China  is  continuing  its  history  of  supplying 
sensitive  nuclear  materials,  especially  to  developing  countries. 

In  1984,  the  Reagan-Bush  Administration  concluded  a  Nuclear  Cooperation  Agreement  with 
China.    Although  this  agreement  did  not  meet  standards  prescribed  in  U.S.  non-proliferation 
law.  Congress  agreed  to  it  on  the  condition  that  it  would  not  take  effect  until  the  President 
could  certify  that  China  was  not  assisting  any  non-weapons  state  in  acquiring  nuclear 
weapons.    Neither  the  Reagan  nor  Bush  Administrations  were  ever  able  to  make  this 
certification. 

In  eariy  1990,  Congress  passed  legislation,  despite  the  Bush  Administration's  objections, 
clearly  establishing  Congressional  opposition  to  any  nuclear  cooperation  between  the  United 
Sutes  and  China  until  such  time  as  the  PRC  changed  course  on  both  nuclear  non- 
proliferation  and  human  rights.    Unfortunately,  withholding  nuclear  cooperation  alone  does 
not  appear  to  have  provided  sufficient  disincentives  to  continued  Chinese  assistance  to  the 
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nuclear  programs  of  key  nuclear  weapons  threshold  countries. 

What  does  China's  real  record  on  weapons  proliferation  look  like?   Over  the  last  several 
years,  China  has: 

*  continued  to  aid  Pakistan's  nuclear  weapons  program,  providing  nuclear  materials  in 
the  past  and  more  recent  evidence  strongly  suggests  that  China  is  selling  M-11 
missiles  to  Pakistan  in  violation  of  the  Missile  Technology  Control  Regime; 

*  secretly  supplied  a  nuclear  reactor  to  Algeria  in  the  mid-1980s  and  subsequently 
denied  it  had  ever  done  so; 

*  recently  reached  an  agreement  with  Iran  for  "nuclear  cooperation",  which  both 
countries  claim  is  for  peaceful  purposes  while  Iran  undergoes  the  largest  military 
build-up  in  the  Persian  Gulf  region; 

*  supplied  low-enriched  uranium  reprocessing  technology  to  Iraq; 

*  supplied  unsafeguarded  nuclear  materials  to  Argentina; 

*  sold  enriched  uranium  to  Brazil; 

*  supplied  nuclear  reprocessing  technology  to  North  Korea. 

Given  this  disturbing  and  long-standing  pattern,  we  should  stop  pretending  that  things  will 
easily  change.   That  is  why  I  believe  that  a  straight,  unconditional  denial  of  MFN  for  China 
is  the  ONLY  response  that  will  be  effective.   I  am  pleased  to  once  again  join  with 
Representative  Jerry  Solomon  in  introducing  a  bipartisan  resolution  to  disajjprove  MFN 
trading  status  to  China.   This  resolution  makes  it  clear  that  if  China  is  going  to  continue  to 
take  a  hard  line  on  human  rights  and  nuclear  proliferation,  the  United  States  wiU  take  a  hard 
line  on  China. 

The  United  States  has  given  China  every  opportunity  to  improve  its  record  -  including 
allowing  China  to  accrue  a  favorable  trade  suiplus  of  almost  $20  billion  in  1992  -  a  surplus 
that  many  argue  is  the  result  of  prison  labor  and  other  illegal  trade  practices. 

President  Clinton  has  sent  the  right  message  to  Beijing  by  letting  them  know  that  any  future 
extensions  of  MFN  will  be  contingent  upon  significant  changes  in  China's  human  rights 
record.    But  this  is  only  part  of  the  message  the  United  States  should  be  sending  -  this 
message  to  China  is  so  crucial  that  it  cannot  wait  another  day,  let  alone  another  year.   This  is 
a  unique  opportunity  for  the  United  States  to  demonstrate  renewed  leadership  in  halting  the 
spread  of  nuclear  weapons  and  improve  international  recognition  of  human  rights. 
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47  Richards  Avenue,  NonA«lk,  Conn.  06857  (203)  853-2000 


Danbury  Mini 

Easton  Press 

Postal  Commemorative  Society 


Ms.  Janice  Maya,  Chief  Counsel 
Comnlttee  on  Ways  and  Means 
D.S.  House  of  Representatives 
1102  Longworth  Building 
Washington,  D.C.   20515 


June  3,  1993 


Dear  Ms.  Mays: 

F-^«^^?^!f<°^  l*"^^   ^^1^°"   ^!  ''°  «»P"»"  °"r  support  for  continuation  of  Most 
Favored  Nation  trade  status  for  the  People's  Republic  of  China. 

We  strongly  support  the  ideals  of  deinocracy  and  believe  that  the  people  of 
fJli?f^'   i  ^  accorded  all  of  the  rights  and  privileges  of  a  democratic 
irthe''«ost%f?«of^  believe   however,  that  the  imposition  of  trade  sanctions 
R«i-h«^  ^11   t     t        IZ   "2^  °f  i"""«"=i"g  the  growth  of  democracy  in  China. 
Rather  than  hasten  the  development  of  democracy,  trade  sanctions  will  only 
serve  to  Isolate  China  further  and  to  allow  the  current  atmosphere  of 
h!^r°°^??     Unger.   Continued  trade  with  the  United  States"  on  the  other 
?!^f'  "  ii  ^"^  ^*'^"'  ^°  ^   exposed  to  our  society  and  to  be  positively 
influenced  by  our  democratic  principles.  l~»itivBiy 

iLtT^^   employs  more  than  750  people.   If  Most  Favored  Nation  status  is  not 
continued,  our  business  will  suffer.   As  an  Importer  of  model  cars,  we  would 

^a^le^o'^l/^^H""^  5"^°:°  ^-^  '°  '°*-   "  •^''"  t^'^PP^no,    we  will  no  longer 
-T„^J?o  ^    L   i"  product  at  a  realistic  price  and  we  will  lose  a 
significant  part  of  our  business.   Our  loss  of  income,  combined  with  the 
stft^^r  *''  in^rters  will  experience,  will  adversei;  affect  federal  and 

!^?«%o^onfr""*r  ^^'   ^°"  °^  ^"""^   "^"  »^«°  ~»"  that  we  will  not  be 
able  to  continue  to  support  our  current  levels  of  anployment  which  will  hive  a 
serious  negative  impact  on  the  local  economy.        P^oy^ent  wnicn  will  have  a 

We  believe,  therefore,  that  it  is  in  the  best  Interests  of  both  the  United 
^'^:te'5t.^5o%^:^^ild!t?^^?^^:a^f  ^^^"'  ^'"^  ^"^  --  — ^  H^^ionlt^tus 

Very  truly  yours, 

Peter  B.  Maglkthlin 
Vice-President 
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RAICHLE  MOUTOR  USA,  INC. 

GENEVA  ROAD,  BREWSTER,  NEW  YORK  10309 
FAX  914  1279-4877    TEi  914  / 279-5121 


June  29,  1993 

Janice  Mays 

Chief  Counsel  and  Staff  Director 

Committee  on  Ways  and  Means 

U.S.  House  of  Representatives 

1 102  Longworth  House  Office  Building  \  . 

Washington  D.C.  20515 

Dear  Ms.  Mays: 

1  am  writing  to  you  on  behalf  of  our  company,  Raichle  Molitor  USA,  in  support 
of  the  United  States  continuation  of  China's  Most  Favorite  Nation  status. 

We  are  an  importer  and  distributor  of  ski  and  outdoor  equipment  here  in  the  US. 
We  import  hiking  boots  under  the  Raichle  brand  name  that  are  produced  in  China.  Our  business 
is  small,  about  $3.0  million  in  1993  and  a  projected  $5.0  million  in  1994  of  imports  from  China. 
But,  we  need  to  work  with  low  cost  suppliers  and  nations  in  order  to  remain  competitive  in  the 
marketplace. 

1  have  personally  travelled  to  the  factories  in  China  and  feel  the  workers  are 
treated  well  and  are  compensated  appropriately  for  their  labors. 

If  the  US  Congress  removes  China's  MFN,  our  company  would  suffer  the  above 
mentioned  loss  of  business  and  this  would  negatively  affect  both  the  employment  of  our  in  house 
staff  as  well  as  our  sales  and  service  representatives  across  the  US.  This  would  include  layoffs. 
Furthermore,  as  a  company  we  have  been  profitable  each  year  for  over  20  years  and  this  would 
jeopardize  that  history  as  well  as  the  future  if  we  would  lose  this  source  of  products  and  income. 

If  you  have  any  questions,  please  contact  me  directly  at  914-279-5121  x346.  In 
advance,  thank  you  for  your  consideration  on  this  mailer. 

Best  Kgards, 


Peter  Sachs 

Raichle  Hiking  Boot  Product  Manager 

cc:  American  Ski  Federation 

Sporting  Goods  Manufactures  Association 
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TOY  MANUPACTORERS  OP  AMERICA,  INC. 

STATEMENT  ON  UNITED  STATES-CHINA  TRADE  RELATIONS 
AND  EXTENSION  OP  CHINA'S  MPN  STATUS 

Before  the  Subcommittee  on  Trade 

Committee  on  Ways  and  Means 

United  States  House  of  Representatives 

The  Toy  Manufacturers  of  America,  Inc.,  a  trade 
association  representing  more  than  250  manufacturers  and 
importers  of  toys,  games  and  dolls,  and  accounting  for  an 
estimated  85  percent  of  annual  toy  sales  in  the  United  States, 
appreciates  this  opportunity  to  express  our  views  regarding  the 
United  States-China  trade  relationship. 

Trade  with  the  People's  Republic  of  China  is  extremely 
important  to  the  toy  industry.  In  1992,  we  imported  $3.36 
billion  worth  of  toys,  games  and  dolls  from  the  PRC  -  more  than 
a  third  of  the  total  $7.9  billion  we  imported  worldwide.  Much 
of  this  Chinese  merchandise  passed  through  Hong  Kong  before 
being  shipped  here. 

Because  of  the  highly  competitive  nature  of  our  industry 
and  the  need  to  sell  toys  at  affordable  prices,  since  they  are 
basically  discretionary  purchases,  virtually  all  American  toy 
companies  have  turned  to  offshore  sources  of  supply  in 
developing  countries  located  around  the  world.  We  were  one  of 
the  first  industries  to  source  product  from  Japan,  and  when 
Japan's  economy  made  production  there  too  expensive,  we  moved 
to  Hong  Kong,  Korea  and  Taiwan.  As  their  economies  developed, 
and  China  became  an  available  source  of  production,  we  again 
gradually  shifted  production. 

It  is  important  to  note  that  while  low  skilled  U.S.  toy 
production  employment  has  declined  since  the  1950s,  employment 
in  product  development,  design,  quality  control,  production 
engineering,  marketing  and  advertising  has  increased  in  the 
United  States.  Today,  the  toy  industry's  U.S.  employees  are 
medium  and  high-wage  earners.  More  than  2  5,000  jobs  in  and 
related  to  the  toy  industry  in  the  U.S.  are  dependent  upon  the 
availability  of  affordable  quality  imported  toys. 
International  sourcing  is  therefore  a  matter  of  maintaining  and 
expanding  highly  valued  and  desired  jobs  in  the  U.S. 

Before  MFN  status  was  accorded  to  the  PRC  in  198  0,  toys, 
games  and  dolls  exported  from  China  were  subject  to  a  Column  2 
duty  rate  equal  to  70  percent  of  the  wholesale  price.  As  a 
result,  there  were  no  imports  of  toys  from  China.  Today,  toys, 
games  and  dolls  from  China,  as  well  as  virtually  all  non- 
communist  countries  are  now  dutiable  at  Column  1  rates  ranging 
from  12  percent  to  6.8  percent  (toys). 

Since  1980,  and  in  reliance  upon  the  stated  foreign  and 
trade  policies  of  the  United  States,  we  have  invested  heavily 
both  in  equipment,  material  and  personnel  in  the  PRC  to  create 
production  facilities  there.  We  therefore  have  a  considerable 
stake m  the  continuation  of  a  solid  United  States-China  trade 
relationship,  and  most  particularly  in  the  continuation  of 
most-favored-nation  (MFN)  duty  treatment  for  the  PRC. 

TMA  supports  the  decision  by  President  Clinton  to  extend 
China's  MFN  status  for  the  period  July  3,  1993  through  July  2, 
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1994  and  to  de-link  U.S.  objectives  on  market  access  and 
weapons  proliferation  from  the  MFN  debate.  It  was  clearly  a 
step  in  the  right  direction,  a  step  toward  avoiding  an  annual 
debate  that  forces  the  U.S.  business  community  to  face 
continuing  risk  and  uncertainty  in  planning  their  investments 
and  purchases,  without  any  assurance  that  U.S.  policy 
objectives  will  be  met.  We  were  greatly  disappointed,  however, 
by  the  decision  to  link  China's  MFN  trade  status  to  human 
rights  concerns.  That  linkage  makes  it  virtually  inevitable 
that  next  Spring  we  will  once  again  face  the  possibility  that 
trade  with  China  could  be  abruptly  shut  off. 

The  toy  industry  strongly  supports  the  Administration's 
policy  objectives  with  China,  including  pressing  the  Chinese 
for  improved  performance  in  the  area  of  human  rights.  But 
imposing  new  conditions  on  the  renewal  of  China's  MFN  status, 
even  administratively,  is  the  wrong  means  to  achieve  further 
progress  with  the  Chinese.  While  the  Administration  insists 
that  the  human  rights  conditions  it  has  imposed  upon  the  1994 
renewal  of  China's  MFN  status  are  achievable,  we  believe  that 
1)  other  means  were  available  to  the  Administration;  2)  even  if 
China  meets  these  conditions,  a  precedent  may  be  set  for 
"changing  the  goal  posts"  next  year;  and  3)  it  is  the  U.S. 
business  community,  and,  for  the  import  community,  our 
customers,  who  will  pay  the  higher  price  for  this  action. 

The  annual  debate  over  renewal  of  China's  MFN  status  has 
compelled  companies  to  defer  further  investment  and  risk  in  a 
country  that  presents  U.S.  firms  with  tremendous  opportunities, 
including  a  gateway  to  the  entire  Asian  market.  It  has 
unfairly  placed  U.S.  companies  at  a  competitive  disadvantage 
vis-a-vis  foreign  firms,  and  most  particularly  our  European  and 
Japanese  competitors,  who  can  continue  to  respond  to  business 
opportunities  without  fear  that  their  governments  will 
undermine  their  plans  because  their  governments  are  not 
considering  -  and  would  not  consider  -  revoking  China's  MFN 
status. 

As  the  President  himself  recognized  in  his  statement 
announcing  the  renewal  of  China's  MFN  status  for  1993-94,  the 
systemic  changes  the  U.S.  wants  in  China,  including  progress 
toward  a  more  democratic,  open  and  humane  government, 
ultimately  will  come  from  within  China,  fostered  largely  by 
continued  commercial  and  cultural  interaction  with  the  U.S.  and 
U.S.  companies.  U.S.  trade  and  investment  clearly  have 
advanced  the  cause  of  human  rights  in  China.  Having  taken  the 
first  step  toward  de-linking  China's  MFN  renewal  from  non- 
Jackson-Vanik  conditions  by  limiting  the  conditions  this  year 
to  human  rights  issues,  we  sincerely  hope  that  next  year  the 
Administration  will  remove  all  additional  conditions  from  the 
process  and  allow  American  values  to  be  promoted  through  the 
mechanism  that  has  proven  most  effective  -  the  active  and 
unrestrained  engagement  of  American  companies  in  China. 
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UNITED  STATES 
RECREATIONAL 

SKI  ASSOCIATION 


June  28,  1993 


Janice  Mays 

Chief  Counsel  and  Staff  Director 

Committee  on  Ways  and  Means 

U.S.  House  of  Representatives 

1 102  Lx>ng worth  House  Office  Building 

Washington  D.C.    20575 

Dear  Ms.  Mays: 

As  the  President  of  the  national  non-profit  membership  organization  for  skiers,  I  would  like  this 
letter  to  serve  as  written  testimony  in  support  of  the  continuation  of  China's  Most  Favored 
Nation  status. 

Continued  trade  with  China  is  essential  to  the  ongoing  productivity  of  the  American  ski  industry. 
Changes  in  this  industry's  trade  practices  with  China  will  have  a  detrimental  impact  on  the 
profitability  of  the  industry  and  ultimately  the  American  consumer. 

Over  the  years,  the  ski  industry  has  made  a  substantial  investment  in  the  manufacturing 
capabilities  in  China.  Alternative  manufacturing  sources,  if  available  will  result  in  higher 
production  costs.  Without  the  benefit  of  normal  trading  status,  those  increased  costs 
accom[>anying  the  many  ski-related  products  from  Chma  will  surely  result  in  the  reduction  of  the 
number  of  consumers  contributing  to  the  ski  market. 

I  urge  you  to  support  the  continuation  of  China's  Most  Favored  Nation  status.  Should  this  status 
be  revoked,  not  only  will  the  American  ski  industry  suffer,  but  the  American  consumer  will  as 
well. 


Sincerely, 

THE  UNITED  STATES  RECREATIONAL  SKI  ASSOCIATION 


THE  UNITED  STATI 


Ed  McArthur 
President 
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